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“When we put in 
the Payroll 
Savings Plan... 























% ‘\t fitted into our operation perfectly... 


“T had an idea it might be a bit complicated to install the 
¥ Payroll Savings Plan. Seeing all our people, explaining 
how it operates, pointing out its advantages. But the way 
it worked out it was simplicity itself. 

“All we did was contact our State Savings Bonds Direc- 
tor. He outlined the campaign for us, working through 
the bond officer we appointed. A short, company-wide 
person-to-person canvass was set up—and the results were 
absolutely amazing. Some of our people told us later that 
since they found out how convenient it is to save regularly 
through the Payroll plan they have actually increased 
other investments, too!” 

When your company has a flourishing Payroll Savings 
Plan for U.S. Savings Bonds, participating employees have 
the added satisfaction of helping to keep America strong. 

For prompt, friendly help in setting up a Payroll 
Savings Plan in your organization, contact your State 
Savings Bonds Director. Or write Savings Bonds Division, 
U.S. Treasury Department, Washington, D.C. 
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The Trend of Events 


SPLIT IN WESTERN BLOC AHEAD? — It is our custom, 
in our opening editorial, to deal with the matter 
that we feel is of paramount importance to us as 
businessmen—investors—as citizens. At this time, 
as the year closes and we look to 1962, we choose 
Katanga as our topic, because we believe that the 
position taken by the Administration in this area is 
so crucial that it can result in the break-up of the 
Western Aliiance, the solidarity of which is the 
bulwark against communism. This would give 
Khrushchev the victory he has been seeking so 
avidly, and which he so badly needs in order to ex- 
pedite his plans for world conquest. 

The repercussions of our ill- 
considered policy in Katanga 
can be far-reaching in their ef- 
fect on our political, economic 
and financial position in the 
world. We are already feeling 
the consequences of this politi- 
cal blunder. The Western Bloc, 
including Britain, France, Bel- 
gium, The Netherlands and 
Portugal, is thoroughly disillu- 
sioned with U. S. leadership and 
its capricious policy, which at 
times is counter to our interests 
and those of our Allies, and 
plays into the hands of the Com- 
munists. Already talk of a shift 
in political alignment is in the 
air. 

And who is to say that our 








KATANGA 


apparent endorsement of military action to settle a 
political problem did not produce the lack of respect 
for the United States which prompted India to take 
over Goa, and encouraged playboy Sukarno to issue 
his threatening ultimatum against Dutch New 
Guinea—at the same time arousing the fears of 
Australia regarding its interests in that area. 

In fact, it is not to be wondered at that, since the 
Castro fiasco, the impression is being created that 
Communist infiltration in our government is influ- 
encing the decisions of the State Department. 

India’s action in attacking the Portuguese en- 
claves, following on the heels of the upheaval cre- 
ated under U. N. auspices in 
Katanga, is undoubtedly the 
first reaction among the _ so- 
called neutrals to the weakened 
prestige of the United States. 
This, together with the rein- 
statement of the $155 million 
loan for the power project in 
Ghana—already practically in 
the Communist orbit—and the 
granting of the credits to Com- 
munist Tito—despite his ex- 
pressed contempt for the United 
States—are in themselves suffi- 









cient reasons for our fast- 
dwindling stature around the 
world. 


As far as India is concerned, 
it is surprising that very little 
has been said in the press re- 
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garding the fact that Nehru and his Communist- 
oriented Minister of War—so-called Defense Min- 
ister, Krishna Menon, have failed to take steps 
against Red China’s incursions into miles of Indian 
territory to the north—while they did not hesitate 
to move in aggressively to attack the virtually 
defenseless people in the possessions Portugal has 
held some 451 years. By this step, this “holier-than- 
thou” Nehru has finally taken off his mask as a 
disciple of Ghandi’s “philosophy of passive resist- 
ance’”’—and shown his true face under the influence 
of communism. By his invasion of Goa, he has done 
not only irreparable damage to India’s good name, 
and to the principles of international morality, but 
has taken the first step in setting in motion a tur- 
moil that can lead to devastating World War III. 

That the Administration’s encouragement of ag- 
gression in Katanga will be looked upon as the 
opening gun pointing the way to the use of force, 
is being well recognized. 

Already the rift between Portugal and India is 
widening and retaliatory action is being stepped up 
that will interfere with the commerce and trade of 
both countries—whether it means shipping from 
the Indian Ocean for Portugal, or the delivery of 
Indian goods to Western Europe—where Portuguese 
Naval units—whether at the Straits of Gibralter 
or off the Coast of Angola (almost 1,000 miles long) 
—are moving into position. 

At home, for the first time, former President 
Hoover, in one of the strongest foreign policy decla- 
rations in many years, lashed out at the use of 
American forces against Katanga. 

Said Mr. Hoover: “It is a sad day for the Ameri- 

_can people when American resources are being 
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applied to the killing of people who are seeking 
independence and self-government free from Com- 
munist domination.” 

Latin America—And while we are involved in 
Asia, Europe and Africa, the leaders in South 
America are watching the scene with great interest 
to decide where their best interests lie—whether 
with the United States or the Soviet Union. 

Castro has taken advantage of this situation to 
tell the world he is a dedicated Communist and has 
always been—a fact we pointed out a year ago in 
our issue of April 23, 1960—when we learned his 
Communist Party card was in the files of the police 
in Bogota, where he had been arrested for partici- 
pation in a leftist riot. 

Conditions in South America are far from stable, 
as we all know, and as President Kennedy found on 
his recent visit. That the tide of events was not 
moving in his favor was clearly evident by the sol- 
emn faces of the reception committees in Puerto 
Rico, Venezuela and Colombia. 

Castro’s influence in Latin America should not be 
underestimated—in fact, it will be helped should 
there be a split in the Western Bloc. 

Being aware of this danger is no assurance that 
the United States can meet it successfully. It will 
call for enormous sums—much more than we have 
appropriated—but most of all, the use of political 
skill which at the moment we do not seem to 
possess. ; ; 

Let’s hope as we enter the New Year, that this 
skill will be found, and that we may preserve our 
position in the world and particularly in this hemi- 
sphere, and that 1962 will see the restoration of 
peace to a tortured humanity. 
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INTEREST RATES AS WE ENTER 1962 


FTER a year of relatively stable interest rates 
and pretty much of a balanced market in 
supply and demand for loanable funds, there is now 
a noticeable change from last December in the 
monetary climate. Yet, even with the evidence in 
hand of capital needs ahead for domestic business, 
Treasury requirements, and the international mone- 
tary situation, no long-range projection of interest 
rates can be made—especially in the light of unex- 
pected economic, political, military or monetary crises 
that may arise either at home or abroad. However, 
we can project likely interest rate patterns for 1962. 
The Autumn hesitation in the business recovery 
has now given way to renewed advance, and further 
improvement into 1962 is indicated—but not to the 
extent of a real boom of inflationary proportions. 
The Federal Reserve is still following a policy of 
relative monetary ease, and is anxious to do nothing 
to short-circuit the economic upturn. The unemploy- 
ment rate is high and productive capacity has plenty 
of room for industrial expansion, without putting 
upward pressure on prices. These are factors which 
make any shift to one of monetary tightness by the 
Federal Reserve improbable. But the Fed is likely 
to allow market supply and demand forces to deter- 
mine coming interest rate patterns—and these are 
pointing to gradually rising rates. 

Business Demand—Demand for short-term funds 
on the part of business is and will be on the uptrend, 
as a result of the pick-up in economic activity. Sales 
of consumer durables, such as autos are show- 
ing marked signs of improvement, and will increase 
consumer instalment loans. Business borrowings 
from commercial banks should rise, based on some 
inventory build-up and other corporate requirements 
as production improves. 

Some rise in borrowings to finance increased capi- 
tal spending might be a factor, but this is not likely 
to have any substantial impact on interest rates 
until late in 1962. 

Mortgages—In the longer-term area, demand 
for mortgage loans should reflect some increase, but 
should not be a source of wide credit expansion as it 
was in the recent past, during the building boom. 

Federal Borrowing—The Treasury should be a 
more or less neutral factor in the money market 
during the first half of next year, as no new debt 
issues are slated, although some refunding may be 
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necessary. But it certainly is not likely to be a sup- 
plier of funds. In the second half of the year, the 
Treasury will definitely be a borrower, adding to the 
over-all demand for funds. 

Therefore, the domestic pressures from business, 
the consumer and Treasury borrowing add up to a 
greater demand for funds in 1962, with commercial 
bank credit at some time—probably after the first 
quarter—reaching a point where the Fed would 
probably begin to put on the brakes. Another key 
factor in the outlook for higher interest rates is the 
pressure resulting from the deficit in our balance of 
payments, and the uncertain global position of the 
dollar. 

At the same time, continued gold outflows, a 
sharp decrease in our trade surplus, or a renewed 
movement of nervous or “hot” short-term capital 
abroad, would make for a faster and perhaps even 
sharper rise in the short-term Treasury bill rate- 
and possibly the discount rate, too—than would nor- 
mally be expected. 

In any event, there is no likelihood that our pay- 
ments’ status and the international position of the 
dollar will lead to any real decline in short-term 
Treasury bill rates. 


In Conclusion 


The outlook, therefore, is for a general continua- 
tion of the current Federal Reserve policy which 
makes adequate credit available to sustain and to 
promote economic recovery. There is still consider- 
able slack in the economy and in employment, suffi- 
cient to justify continuation of this policy without 
undue concern regarding upward price pressures. 

The recent rise in rate ceilings on commercial 
bank time-deposits will probably add to the general 
expectation of higher interest rates to come, even 
though this might not represent any immediate 
possibility. The Fed will be watching credit develop- 
ments closely, but is not likely 1 e any really 
restrictive actions until the Spring «i 1962. How- 
ever, should the international payinents position of 
the United States take an unexpected turn for the 
worse, upward interest rate revisions would come 
sooner and sharper than expected. 

And finally, the very fact of anticipation can itself 
reinforce and accelerate a basic upward trend in 
interest rates. 
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Stock Market At Year End 


Growing importance of tax influences in December transactions obscures trends for indi- 
vidual issues. While favorable economic factors provide encouraging background, technical 
indicators have been deteriorating, as persising uncertainties regarding the Administration’s 
recommendations to Congress within the next few weeks tend to act as a restraining 
influence. We continue to advise the careful appraisal of intrinsic merit of individual 
issues in relation to both current and contemplated commitments looking to the year ahead. 


By a. Fe 


HE important thing to bear in mind in viewing 

the stock market outlook at the turn of the year 
is the fact that price behavior at this time is not a 
true indicator of probable future trends. Varying 
tax objectives are far more influential as a determi- 
nant of investment policy at this season of the year 
than any other factors, because of the impact of 
income tax regulations. 

In the light of widely divergent group movements 
this year, caused in part by steady growth in insti- 
tutional activity, it is not surprising that stock prices 
have fluctuated indecisively in moderately active 
trading in the last few weeks. Reinvestment demand 
that ordinarily manifests itself in late December or 
early January has begun to “beat the gun” in hope 
of obtaining more advantageous buying levels, while 
investment trusts at the same time are taking capi- 
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ial gains that may be distributed to stockholders as 
profit rather than as income to minimize the tax 
impact. 

One has only to look back on chart pictures for 
December to appreciate the mixed influences. While 
industrials moved more or less in a sidewise fashion, 
rails sagged consistently in reflecting sales for tax 
purposes as well as disappointment over the failure 
of governmental bodies to suggest relief measures 
enabling carriers to look forward hopefully to 1962 
Not even the promising outlook for business recov- 
ery roused any real interest in rails, which have 
been unable to recapture a sufficiently profitable por- 
tion of valuable short-haul traffic lost to truckers. 

Utility stocks turned downward around mid- 
month, reflecting profit-taking by large investors 
and cautious liquidation induced by threat of in- 
creasing federal power projects. Secre- 
tary Udall’s recommendation for an in- 
terconnection of power companies along 
the Pacific Coast seemed to signify 
consideration of new and expanded gov- 
ernment participation in private power 
business. 

Continuation of the major conflict- 
ing forces right through the final 
sessions of the year is a reasonable 
expectation. Because of a seemingly 
illogical quirk in Internal Revenue 
Service rules, transactions for tax 
purposes in which losses are sustained 
may be made in the “regular way” 
right through the final session of the 
year. But, where capital gains are in- 
volved, “regular way” trades become 
applicable to the succeeding calendar 
year if consummated in the final four 
trading days of December. Thus, 
gains recorded between Christmas and 
the final day of 1961 may be carried 
over into 1962 accounts. Brokers re- 
port that many clients had indicated 
their intention to realize profits in the 
last four sessions of the year to build 
up a “cushion” for 1962. 

Year-End “Window Dressing” By Funds 


On the other hand, institutional in- 
vestors normally are in the market for 
good quality stocks toward the end of 
the month. Many investment trusts 
often replace speculative holdings with 
“blue-chip” equities for year-end “win- 
dow dressing” on the theory that port- 
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for pension funds depend 
partly on corporate profits, 
which cannot be accurately 
estimated until the last few 
weeks of any year. Accord- 
ingly, funds are set aside 
for this purpose to remove 
them from corporate in- 
come accounts before the 
end of fiscal annual periods, 
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As a matter of fact, cor- 








grown so extensively in 
recent years that their 
market activities have be- 
come increasingly signifi- 
cant. Net purchases by such institutional investors 
are estimated to have exceeded $1.7 billion in 1960, 
and to have involved a far larger total this year. 
Surveys have indicated that transactions on major 
stock exchanges initiated by all institutional ac- 
counts represent as much as 25 percent of the daily 
average turnover. 

It is generally conceded that accumulation of 
equities in institutional portfolios is in great part 
responsible for the protracted advance in stock 
prices to unprecedented levels—and why yields 
have been depressed to an average rate not much 
better or even below good quality bonds—an ex- 
traordinary development that makes experienced 
investors especially cautious. 

Looking to 1962 


Although it is premature to comment on the 1962 
outlook, since this subject will be discussed in our 
first issue of the New Year, it is fair to mention 
that business prospects are generally favorable. 
And it is that promising outlook which has pro- 
vided an incentive for accumulation of stocks in 
recent weeks—“discounting hopes” of more satis- 
factory profit margins in the coming twelve months. 
We succinctly stressed this viewpoint two weeks 
ago in remarking, “The market appears to have 
everything in its favor—with the exception of good 
stocks at attractive prices.” It is apparent on all 
sides that sound equities are rather dearly priced— 
and the advance that began in the autumn of 1960 
is much further along than it was last December. 
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Those investors who are taking an optimistic view 
of stocks at this time are doing so in anticipation 
of stimulating influences to emerge from the Ad- 
ministration’s program to accelerate the economy 
to a higher level, in accordance with their ideas of 
the percentage of growth. There is hope, too, that 
Congress will pass legislation that will change de- 
preciation regulations designed to encourage more 
rapid replacement of outmoded equipment. The 
White House has already indicated that a policy of 
stimulating expenditures on capital goods would be 
advocated as a means for bolstering factory em- 
ployment. 

Administration recommendations also are likely 
to include plans for increased military expenditures 
and welfare programs calling for an even highe: 
level of government spending. To provide adequate 
revenues for balancing the 1962-63 budget the 
Administration must look for increased corporate 
profits to provide higher revenues for the govern- 
ment. Accordingly, unless business improves, setting 
the stage for taxable profits, the Treasury would be 
confronted with the possibility of another substan- 
tial budget deficit. 

The hope for higher pretits and the possibility 
of another year of Treasury deficit constitute the 
twin forces that have pushed stock prices to a 
record high (measured by the Dow Jones Indus- 
trials) this month. But the advance in “blue-chip” 
issues represented in the Dow has been offset by 


a gradual slide in secondary stocks, bringing 
about a high degree (Please turn to page 421) 
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IS A BIG BOOM 
COMING IN CONSUMER SPENDING? 


— Key Pillar of our Economy 


By WARD GATES 


® How realistic is the enormous rise forecast for GNP 


in the year ahead? 


& Projecting and evaluating the individual areas of consumer 
spending in 1962 to get the answer. 


NE of the big questions, for which no one as 

yet seems to have any very positive answers, 
is where and how consumers are likely to spend 
their money next year in order to contribute their 
proportionate share to the anticipated increase in 
general business activity. 

By utilizing the experience of previous post-re- 
cession periods, however, it has been found possible 
to determine the areas in which consumers are most 
likely to concentrate their purchasing next year, if 
they follow their customary practices. The results 
are most surprising and suggest that business next 
year may prove to be a lot “boomier” than had been 
heretofore anticipated. 

Forecasts of the gross national product for 1962 
center around $560 billion, comparing with the in- 
dicated total of approximately $520 billion for 1961 
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and $504.4 billion that was achieved last year. 

Broken down into its major components, the GNP 
estimate for 1962 is approximately as follows: Per- 
sonal consumption expenditures for goods and serv- 
ices, $360 billion versus $339 billion in 1961; gross 
private domestic investment, $82 billion versus $70 
billion; Federal, state, and local government pur- 
chases of goods and services, $115 billion versus 
$108 billion; and net exports of goods and services, 
about the same as the 1961 total of $3 billion. 

The indicated increase of $21 billion or 6.2% in 
consumer spending does not appear to be an un- 
reasonable expectation in view of the indicated $16 
billion increase for 1961, a recession year of com- 
paratively high level unemployment and reduced 
consumer spending for durable goods. 

From 1958, a recession year, total spending in- 
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creased by $20.8 billion or 
7.1% to 1959. The gain 
from 1954 to 1955 was 
nearly 8%. These forerun- 
ners provide good prece- 
dent for anticipating a 
substantial rise in consumer 
spending next year. 


ifs, Ands, and Buts 


There can be no absolute 
assurance, in view of the 
large number of imponder- 
ables in the domestic and 
world economic and politi- 
cal situations, that GNP 
next year will approximate 
the current general expec- 
tation of about $560 billion. 
But if this estimate is ac- 
cepted as a reasonable ex- 
pectation, and it should be 
noted that some of the 
top Washington economists 
look for an even higher 
figure, the indication of 
consumer spending of ap- 
proximately $360 billion 
also has to be accepted as 
a reasonable projection. 
The big problem, in view of all the talk about mar- 
ket saturation and consumer caution, is how this 
sum of money is likely to be spent. To business men 
and investors, this is going to be a very important 
problem. 

Apropos of buying caution, the sharp rise in retail 
sales for October and November, together with re- 
ports of further strength thus far in December, 
suggests very strongly that consumer hesitation, so 
evident during the summer and early fall, may well 
be a thing of the past. 





Categories of Personal Expenditure 


In endeavoring to determine the probable levels 
of 1962 consumer spending, careful analysis has 
been made of the shifts in types of spending from 
recession periods to the immediate post-recession 
year since World War II. This analysis has revealed 
a surprisingly high degree of consistency in the 
way consumers increase their spending following 
recessions. 

It does not follow, to be sure, that estimates of 
the breakdown among different categories of con- 
sumer spending will be equally accurate. On the 
contrary, since we are playing our hands in the 
dark, these can be regarded only as rough approxi- 
mations. Nevertheless, it is necessary to reach some 
conclusions on the basis of the best information 
available. The accompanying table shows consumer 
spending for rather broad categories of goods for 
1960 and 1961, the latter partially estimated, and 
probable 1962 spending together with the indicated 
percentage increases from 1961. The categories are 
those used by the Department of Commerce in its 
GNP calculations. The indicated percentage in- 
creases for 1962 are based on previous post-reces- 
sion year behavior, with some judgment allowance 
for secular trends in spending. 

It is particularly interesting to note that all of 
the estimates of spending for goods by the various 
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categories were made without any regard for the 
total. When the estimates were totaled and the total 
added to the estimated consumer spending for 
“services” of $148 billion (versus $141 billion in 
1961), the combined total for all consumer spending 
came out to $359.7 billion. 

This is only a hair’s breadth away from the gen- 
erally accepted estimate of $360 billion for consumer 
spending in 1962. This close correspondence may 
not be significant; it might be nothing more than 
accident or happenstance. Still, the agreement does 
suggest that the method employed is reasonably 
sound and appears to lend some weight of authority 
to the various 1962 spending estimates. 

Total Retail Sales: A “Discrepancy” Explained 

An apparently wider discrepancy does appear 
between the indicated spending for goods of $211.7 
billion in 1962 and recent estimates of total retail 
sales for next year of $235 billion. The biggest part 
of this is between the estimated sales of “durable 
goods stores” of $77 billion and the indicated total 
of consumer purchases of durable goods of $50 bil- 
lion in the accompanying table. In reality, no sig- 
nificant discrepancy arises here. Approximately 
35% of the sales of durable goods, as reported by 
the Department of Commerce, consists of services 
and a few nondurable goods. For example, the repair 
bill for an automobile usually is mostly for labor 
rather than for parts. 

Estimated sales of “nondurable goods stores” of 
$158 billion versus $161.7 billion indicate purchases 
of nondurable goods in the accompanying table are, 
in fact, virtually identical, when allowance is made 
for the usual few billion dollars purchases of non- 
durable goods from “durable goods stores.” 

Auto Rise Astonishing 

The indicated increase of 32° in spending for 
automobiles is truly astonishing, and at first thought 
hardly seems to be realistic. 

Nevertheless, the records show even sharper per- 
centage increases in previous post-recession years. 
In 1959, a year when automobile production was 
curtailed sharply for several months as a result of 
the extremely long steel strike and when production 
of the new models really did not yet under way until 
December, consumer spending for new and used 
cars was 32.9% larger than in the recession year 
1958. Had it not been for the steel strike, the in- 
crease in car buying undoubtedly would have been 
even larger. 

In 1955, the year when buying of new automobiles 
set a new record high, consumer spending for new 
and used cars was 39.2% larger than in the re- 
cession year of 1954. This evidence suggests that 
those Detroit estimates of a 7 million car year for 
1962 may not be as crazy as they sounded when 
first promulgated a few months ago. 


Consumer Income Bolstered By “Transfer Payments” 


The decline in consumer spending for durable 
goods in 1961, quite typical of a recession year, oc- 
curred in the face of a substantial increase in con- 
sumer income. Disposable income this year, i.e., 
income after taxes, will be approximately $365 bil- 
lion as compared with $352 billion in 1960. How- 
ever, reflecting their uncertainty over the business 
outlook, many consumers pulled in their horns, 
saved more, and liquidated a portion of their out- 
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their purchasing. Items that have 
been repaired and “nursed” to 


Consumer Spending for Goods, 1960, Estimated 1961, 

d Projected 1962 keep them going usually are re- 
ana Frojecte placed first. Further, there is ap- 
——= ‘ parently a contagious element in 
on sis = Pal consumer spending habits. During 

ercen : . . 
DURABLE GOODS $Bill. $Bill.  $Bill. Increase recession periods, there is no 
particular loss in prestige—even 

Automobiles, mew and used ............cccccccccecsecesseeeseeeeeee 15.8 14.2 18.7 32% though income may be well main- 

Tires, tubes, accessories, and parts ..............0cccccees 2.8 2.7 3.0 12 tained—in driving a battered au- 

Furniture, inc. mattresses and springs ...................... 4.8 4.6 5.1 10 tomobile several vears old or in 

i LSet si TE 4.7 4. 5.0 12 , “oe : 

Gensenens egyteness : wearing last winter’s coat since 

China, glassware, tableware and utensils ........ 2.1 2.2 2.3 5 a * ” 2. “eae - : 

Radio and television receivers, records everyone’ is doing something of 

and musical instruments ..............-..0- eGo 3.6 3.5 3.9 10 the same sort. But, once the tide 

Wheel goods, toys, sport equipment, a = nid . turns, consumers show a marked 

boats and pleasure aircraft ..... ; ; tendency to hop on the band- 

Books and maps . LN 1.5 1.7 2.0 15 3 

Jewelry and watches .... ia hice cai . 2.1 2.1 2.3 10 wagon. This habit seems to be 

Other durable goods ** 1.8 4.8 5.3 10 particularly prevalent in the sub- 
Total Durable Goods ..............- 44.3 42.5 50 17.6 urbs: if one family in a “set 

buys a new car or a new tele- 

NONDURABLE GOODS vision, it often is not long before 
ern _— ~_ ann - most of the other members of the 
> ethasagebcte” tn gta ' ' set do the same thing. “Following 

Tobacco products ‘ . 7.5 8.0 8.6 8 = 

Clothing ...... 23.6 23.8 25.5 7 the Joneses may have some ele- 

Shoes and other footwear 4.5 4.5 4.7 5 ments of social satire, but it is a 

Gunsiins and oil re : — yor 7 : healthy influence for merchants 

agazines, newspapers sheet music 4 a P a ‘ —- ‘ io 

Semidurable house furnishings ...... 3.0 3.1 3.3 7 and manufacturers. 

Other nondurable qoods ** :, . 19.8 20.1 21.3 6 More Installment Buying indicated 
Total Nondurable Goods ; 152.4 155.5 161.7 4.0 Much of the increased pur- 
Total Durable and Nondurable 196.7 198.0 211.7 6.9 chases of automobiles, furniture, 

appliances, television sets, and so 

* Preliminary estimate. on—the lines indicated in the 
** Includes “other durable house furnishings”; ophthalmic products and orthoped'c accompanying table—undoubtedly 
appliances. will be financed by installment 

*** Includes toilet articles and preparations; cleaning and polshing preparations, mis- credit. Even families with com- 

cellaneous household supplies, and paper products; stationery and writing supplies; da eee ers Pape PD: : 
coal, oil. and wood for heating and wood for heating and cooking, and ice; paratively high incomes are show- 
nondurable toys and sports supplies; flowers, seeds, and potted plants. ing an increasing tendency to 

use credit for financing  pur- 























standing indebtedness. 

One of the factors contributing to high level dis- 
posable income in 1961, despite recessionary influ- 
ences and comparatively high level unemployment, 
was the pronounced uptrend in “transfer payments,” 
largely old age and unemployment benefits, during 
the first half of the year. Nowadays, when business 
activity begins to slow down and unemployment 
rises, transfer payments go up. This “built-in stabi- 
lizer’ is an important factor in preventing the sharp 
declines in consumer income and consequent sharp 
contraction in purchasing power that used te occur 
years ago when the business cycle turned downward. 
And its effect is not merely direct but also psycho- 
logical; the families of workmen no longer have to 
choke off expenditures sharply at the first sign of a 
recession, for unemployment payments offer a shield 
against severe hardship. 


Jumping on the Bandwagon 


Purchases of most types of durable goods are 
postponable and, even though the 1960-61 recession 
was moderate, it is quite obvious that consumers cut 
back and held down their buying of durables. There 
also was some tendency to hold down purchases of 
clothing and footwear, a customary trend in a re- 
cession period. 

Once a recession is over and concern over loss of 
employment and income is dissipated, consumers 
characteristically begin to make up for lost time in 
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chases. This may reflect the 
widening spread of securities ownership, resultant 
limited liquid funds on hand, and unwillingness to 
sell securities to pay for goods. Whatever may be 
the reason, the public as a whole is evidently willing 
to commit itself to installment payments requiring 
rising percentages of total disposable income. Over 
the past year, to be sure, installment repayments 
exceeded new installment extensions, in a number 
of months, so that little or no net change in the 
outstanding volume of consumer installment indebt- 
edness resulted. The stalemate finally appears to 
have been broken, however, judging by the strong 
October rise in installment buying. 

In 1962, with new extensions likely to exceed 
repayments by half a billion dollars or so in a 
number of months, the outstanding volume of in- 
stallment indebtedness may increase by as much as 
$5 billion. With consumer income higher as a result 
of the improvement in general business activity, 
this should not be an “uncomfortable” burden of 
indebtedness. Judged by past trends, however, it 
would appear that consumers would be unlikely to 
assume any such additional burden of indebtedness 
the following year. In other words, the deficiency in 
buying is likely to be made up in a sudden, brief 
spurt. 

Could Fallout Hysteria Cancel These Projections? 

A few months ago, when the international situa- 
tion was particularly tense, it looked for a while as 
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if any major increases in con- 
sumer spending in 1962 would be a 
largely for backyard fallout shel- m 
ters. Now that tension has abated, 
shelters are being forgotten and 
the public has begun to spend 
freely in more conventional cate- 
gories. New car sales, for in- 
stance, recently have been setting 
record highs, and merchants are 
finally admitting encouragement 
over other lines. 

The international situation 
might, of course, turn sour again 
and, as a result of a wave of 
hysteria, it is conceivable the 
public might embark on a tre- 
mendous family shelter program. 
The inherent common sense of 


Percent of Total 





DISTRIBUTION OF CONSUMER SPENDING 


CONSUMER SPENDING AND CREDIT 
Billion $ (ratio scale) 


500 
400 





Personal Consumption 
300 | Expenditures 


200 


Nondurables 
ae 
o* 


ess 







= = 
100 


Services 


80 





the American public makes it un- 
likely, however, that any massive 
sums will be spent for holes in 
backyards, particularly in view 
of the very doubtful values of 
fallout shelters. If such a turn 
in events should develop it would, 
of course, nullify the estimates 
just given of the types of con- 
sumer spending in 1962. This is 
a possibility that cannot be en- 
tirely discarded, but certainly 
does not deserve heavy weight in 
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With investors showing so much 
interest at the present time in 
the securities of retail distribu- 
tors, the indicated sharp rise in consumer buying 
of durable goods as contrasted with the indicated 
modest rise in purchases of soft goods deserves 
careful examination. 

For retailers of durable goods, business tends to 
be highly volatile, being influenced more strongly 
by the general business cycle. But, apparently, a 
very good year is in prospect for 1962. Gains of 
10% to 15% in different categories may be expected. 
Where old appliances have not yet worn out, obso- 
lescence has entered to stimulate “updating.” 

Unless a recession is severe, with attendant sharp 
price declines, the dollar volume of soft goods re- 
tailers tends to rise year after year. The estimated 
rise in volume for 1962 is larger than the indicated 
1961 increase, but not nearly in the same proportion 
as for hard goods. Thus, the appliance dealers 
should enjoy “happy days” next year. 


The Increasing Service Bite 


Since the end of World War II, the percentage of 
disposable income spent for “services” has risen 
steadily and now, as computed by the Department 
of Commerce, is taking close to 39% of income 
after taxes. Much of this rise has been due to a 
steady and sharp increase in the cost of services, 
such as public utilities, transportation, medical and 
hospital care, higher education, and so on. Some 
government officials have noted recently that the 
percentage of disposable income being spent for 
services now is about the same as in 1929 and have 
indicated that the postwar rise may have been a 
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sort of catching up to a “normal” situation rather 
than a trend that will continue indefinitely. This 
point, however, is debatable; other evidence sug- 
gests that the quantitative demand for services is 
being increased constantly. 

During 1962, in any case, scant likelihood exists 
of an end of the rise in costs of individual services. 
It is probable, however, that the percentage of dis- 
posable income spent for services will taper off, as 
is customary following a recession period. 

As households acquire additional appliances, the 
cost of servicing them is always rising. More elec- 
tricity is used. Everything seems to be much more 
complicated than it used to be, breaks down more 
often, and hence requires more frequent repairs. 
Women require more beauty and rejuvenation treat- 
ment, men more advice and consultation, and chil- 
dren more lessons and cultural improvement. Over 
the longer run the growth in “services” is a par- 
ticularly significant business development. 


Good News for Retailers 


Consumers, in a spending mood, are not likely to 
balk at firmer prices for goods in 1962. This is well 
illustrated by the fact that the recent upsurge in 
new car purchases occurred while the majority of 
automobile dealers were holding the line at or very 
close to list prices. In some recent years, dealers 
have begun to offer discounts within a week or two 
after the new models were introduced. Later on, 
of course, some discounting may occur in 1962 
models, but there is (Please turn to page 416) 
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A Very Special Analysis ... 


TEXACO STRIDES AHEAD 
UNDER FAR-SIGHTED MANAGEMENT 


By DONALD T. IRWIN 


® How the men of Texaco have successfully met the challenge of 


the revolution in the oil industry. 


& The foreign and domestic operations — the longer term avenues for 
planned growth and earnings progress. 


HEN the management of a corporation dem- 
onstrates an ability to constantly realize 
higher revenues and earnings, its talents must be 
considered, at the very least, “commendable.” When 
executive leadership is so pronounced as to be able 
to provide a giant corporate complex (with an enor- 
mous operating base from which to measure future 
progress) with steady growth, its performance most 
certainly is worthy of being termed “outstanding.” 
But when the guiding forces behind a multi-billion 
dollar industrial concern are able to continually 
forge ahead in the face of unfavorable conditions 
within the industry in which it operates, such mana- 
gerial abilities must be deemed “extraordinary.” 
The men of Texaco have met each challenge. 
Their unique ability to quickly adjust to a world oil 
situation which has been in an almost continual 
state of flux during the past decade has been re- 
markable, and becomes even more so when one 
realizes this has been accomplisheed via a continual 


process of building upon an established operating 
pattern rather than rebuilding the existing one. 


No Upgrading of Efficiency Necessary 


The years immediately following World War Il 
were good years for the petroleum industry. Aided 
by a rate of growth of demand for petroleum and 
related products more than double that of recent 
years, and international political developments (such 
as the Korean War and Suez Crisis) which artifi- 
cially inflated prices, most oil concerns experienced 
an era of perhaps unprecedented growth and pros- 
perity. But with this success came fat and the 
luxury of inefficiency—facilities were expanded 
beyond needed capacity, payrolls swollen with addi- 
tional employees, and expansion programs were 
accelerated beyond original expectation. 

Unexpectedly in 1957, the bubble burst. The law 
of supply and demand had caught up with the in- 
dustry. Petroleum history entered a new phase, one 
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rents which should never have 
been allowed to develop in the 
first place. 

How had Texaco prepared while others were 
caught off guard? Primarily the key to its success- 
ful operating philosophy has been the principle that 
capacity and requirements should be as nearly in 
balance as possible throughout every phase of the 
company’s operations. 


Thus, while today there exists a substantial over- 
supply of world-wide tanker capacity (exceeding 
present day needs by an estimated 5 million dead- 
weight tons) Texaco’s 94 tanker fleet is not only 
currently fully employed, but has been for many 
years. Moreover, Texaco currently has under con- 
struction, or on order, additions to its fleet totaling 
about 8% of present tonnage, all of which is ex- 
pected to find ready use upon delivery. In contrast 
to this well-balanced marine transportation opera- 
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had to either ignore a portion of their fleets, or else 
utilize them at below maximum hauling rates. 


Refinery Efficiency Too 


The company’s refining facilities are operated at, 
or near, capacity as well. For example, a $30 million 
refinery expansion program in Trinidad increased 
the rated capacity of Texaco’s refinery there to 
235,000 barrels per day in 1960. The company re- 
cently reported a throughput of 250,000 barrels 
daily. 

Domestically, with the possible exception of Shell 
Oil, Texaco is believed to be the only concern which 
can operate its refineries at full capacity without 
accumulating a surplus which must be either stored 
or sold to independent marketers. This enviable 
position reflects management’s decision several years 














tion, other international petroleum companies have ago to allow existing refinery capacity to remain 
Long Term Income Data 
Amort. 
Gross Deprec. and Net Net 
Operating and _ Intangible Income Net Net Earnings Div. Working 
Income Depletion Costs Taxes Income Profit Per Per Capital Price Range 
apie es a oe (Millions) ——— Margin Share Share (Mil. High low 
1961 (Ist 9 BINED iticssisscnranieestianibianincidintaui $2,262.2 $191. 7 N.A. $51.8 $309.2 13.6% $2.50 $1.70" $N.A. 5958-47143 
RRR SRE RE Sars URL Se eee nee ne ER ee 2,980.3 149.8 140.8 60.2 391.7 13.1 3.17 1.424 681.8 43'2-32" 
2,678.0 142.3 137.9 59.8 354.3 13.2 2.93 1.30% 652.4 437%-35'2 
2,327.9 143.8 123.3 41.3 310.1 13.3 2.62 1.174 627.4 44'2-27% 
2,344.1 128.6 132.9 83.9 332.3 14.1 2.97 1.174 595.7 38'4-27'% 
2,046.3 112.4 120.6 76.8 302.2 14.7 2.75 1.17 598.5 347%-26'2 | 
1,767.2 102.7 105.0 68.3 262.7 14.8 2.39 1.06 538.6 30%4-207% 
1,574.3 91.9 97.9 40.1 226.1 14.3 2.06 .93 474.2 22 -14% 
1,558.8 85.3 98.0 52.4 192.6 12.6 1.70 85 484.7 14'2-12% 
1,510.0 80.1 88.9 47.2 181.2 12.0 1.65 75 464.1 15-12% 
1,416.8 65.5 69.5 82.6 178.7 12.6 1.62 51 385.7 12%-1 1% 
$2, 023. 3 s 10.2 $111.4 $61.2 $273.1 13.4% $2.38 $1.03 $550.3 
N.A.—Not available. includes amortization. 3—To December 14, 1961. 
2 Indicated total 1961 payment. 4—Plus stock. 
——— —_—_—_—_—_— —- 
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intact, and instead direct most of the company’s 
refining investment toward the upgrading of prod- 
ucts, and the improvement of existing facilities. 

This was not the only decision made by manage- 
ment a few years back which went counter to indus- 
try trends and also has paid off in a big way. 
Despite the introduction of super-premium grades 
of gasoline by two of its major competitors, Texaco 
refrained from following suit (saving an estimated 
$60 million on the necessary refinery equipment and 
service station pumps) after concluding that no sig- 
nificant market existed for such a product. The 
foresight of Texaco’s decision in this regard has 
been amply demonstrated by the recent discontinu- 
ance of a super-premium product by one of the 
company’s competitors. 


Acquisition Benefits 


The ability of Chairman Augustus C. Long and 
his associates becomes further apparent from an 
examination of Texaco’s acquisitions in recent years 
—the 1956 purchase of Trinidad Oil (a producer 
and refiner with marketing operations in Canada 
and the United Kingdom) and the 1959 merger with 
Paragon Oil (one of the largest independent fuel oil 
marketers on the U. S. Eastern Seaboard). While 
both these concerns were highly profitable to be- 
gin with, their value has been greatly enhanced 
through integration within the Texaco world-wide 
oil complex. 

The terms of the Aramco partnership (in which 
Texaco has a 30% interest) provides for a bonus 
payment to any partner which takes more than its 
pro rata interest in the group’s production. This 
year Texaco has sharply increased its take of a new 
medium gravity crude with a high residual fuel 
yield, which it ships to the Trinidad refinery, and 
after processing, to Paragon to be marketed. As a 
result of this arrangement, the company is not only 
benefiting from increasing Eastern Hemisphere 
profits due to a higher bonus payment, but also from 
improved earnings on the part of Paragon as well. 

Paragon’s large oil import quota has further 
strengthened Texaco by enabling it to bring in 60% 
more low cost foreign oil this year than was the 
case five years ago, compared with an 8% decline 
for Gulf, a 4% decline for Socony Mobil, a 21% 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
1960 


1959 
(000 omitted) Change 

ASSETS 

Cash & Marketable Secur. $ 395,143 $ 421,040 +$ 75,897 
Receivables, Net 343,523 $ 416,513 + 67,985 
Inventories ; 264,023 291,794 + 27,771 
Materials & Supplies 59 435 43,880 — 6,555 
TOTAL CURRENT ASSETS 1,058,129 1,173,227 + 115,098 
Net Property 2,028,846 2,° 20,251 + 191,405 
Invest., Adv. & Other Rec 191,120 180,363 — 10,757 
Deferred Charges : 69,648 72,932 + 3,284 
TOTAL ASSETS $3,347,743 $3,646,773 +$299.030 
LIABILITIES 

Notes & Con‘racts Pevable $ 15,935 39,548 $ 23,613 
Accts. Pav. & Accruals 296 334 389,116 92,782 
Income Taxes ; 97,460 67,759 — 30,701 
TOTAL CURRENT LIABILITIES 405,729 491,423 + 85,694 
Reserves . - iain 42,311 38,469 — 3,842 
Minority Interest ................006 40,053 44,243 + 4,190 
Debs. & Bank Loans ................... : 266 326 263,504 — 2,822 
Other Long Term Debt ......... 75.513 72.420 — 3,093 
Capital Stock saincatenidiaieananiiainnbegaan eenee 1,509,6°5 1,539,932 + 30,307 
Surplus ..... seshenlelenishshpebtiacameinataiad 1,008,186 1,196,782 + 188,596 
ee $3,347,743 $3,646,773 +$299,030 
ED PIT . nccrsntscensnnnnnhacommianenl $ 652,400 $ 481,804 +$ 29,404 
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decline for Standard Oil of California and a 30% 
decline in imports for Standard Oil of New Jersey 
during the same period. 


Prosperity Marked by Production Progress 


As has been widely publicized by the sale of 
Woodley Petroleum, Honolulu Oil, Argo Oil, Ander- 
son-Pritchard, and numerous smaller companies in 
recent years, most domestic oil concerns have been 
anxious to improve their production capability. Held 
back by the Justice Department from acquiring 
Superior Oil of California, Texaco has made con- 
siderable progress in this regard through internal 
development of additional reserves. While most com- 
petitors have also enlarged their crude positions, 
increasingly stringent prorating by the Texas 
Railroad Commission has hindered them from trans- 
lating this into a higher level of current production. 

Important discoveries in Louisiana have enabled 
Texaco to increase its domestic production by 200,- 
000 barrels per day during the last five years how- 
ever, an increase of 38% compared with a 21% 
rise for Gulf, a 1% gain for Standard Oil of Cali- 
fornia, a decline of 7% on the part of Jersey, and 
a 15% reduction for Socony Mobil among the other 
major international oils. Gas production is also 
moving ahead, and will account for an estimated 
$90 million of sales in 1961, compared with $78 
million in 1960. 

Foreign Producing Operations 

While improving its production and reserve posi- 
tion in the United States, Texaco has not been idle 
on the foreign front. Abroad the company is en- 
gaged in production or exploration activities in 
Spain, the Spanish Sahara, Nigeria, Algeria, Libya, 
Saudi Arabia, Behrain, Iran, Indonesia and Aus- 
tralia. In Libya, Texaco is an equal partner with 
Standard Oil of California in the exploration and 
development of 22 million acres. Some success has 
already been attained there in the Beda field, where 
a program of geophysical exploration is under way, 
and will be continued in 1962. 

In 1960 the same partners obtained a 40% joint 
interest in Algeria (with French interests owning 
the other 60%), and a little further to the South- 
west, they hold a 60% interest in Spanish Sahara 
acreage (with Spanish interests holding the re- 
maining 40%). A 50% interest in two offshore 
Nigerian concessions was also recently obtained, 
adding to Texaco’s growing stake in North African 
petroleum development. 


Aviation Sales 


One of the fastest growing hydrocarbon markets 
during the post-World War II period has been the 
aviation market. Here again, Texaco management 
has been alert to industry trends and developments, 
and has firmly entrenched itself as the industry 
leader. Over the past five years alone, the company 
has almost doubled its total sale of aviation fuels, 
and in the year 1960 increased its combined sales 
of jet and aviation fuels 54% over the prior year. 
While maintaining its program of serving major 
airlines, increasing emphasis is being placed on win- 
ning new accounts through meeting the needs of 
smaller airlines and operators of private craft. 

So dominant has Texaco become within this grow- 
ing market, that despite a 25% decline in the 1960 
use of aircraft engine oil (Please turn to page 415) 
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THE OUTLOOK FOR BOND PRICES 
IN A NEW ENVIRONMENT 


By PAUL B. STEPHENS 


— Appraising the position of the various types of bonds — What to 
watch for in municipals — When corporate bonds are attractive — 
Bonds vs. common stock yields — Which bonds to buy 


ro bond market will be under pressure in 1962, 
particularly during the early part of the year. 
Prospective buyers of investment-grade issues are 
likely to find somewhat more generous yields avail- 
able in the months to come. Thus, holders of out- 
standing bonds of this type must be prepared for 
moderately lower price quotations. However, price 
gains in some of the more speculative bonds are 
possible and these will be discussed towards the end 
of this article. 

Business plant and equipment spending will prob- 
ably be in a moderately rising trend in 1962, im- 
plying a higher total of corporate bond financing 
next year than in 1961. 

No let-up in government financing is foreseen 
throughout the year. The federal government nor- 
mally does little new borrowing during the Janu- 
ary-June period of seasonally heavy tax collections, 
but will be forced to do some next year because of 


DECEMBER 30, 1961 





the large budget deficit now anticipated for fiscal 
1962. The July-December period always brings a 
heavy volume of Treasury financing. With state and 
local spending in a steadily rising trend, the evi 
dence suggests that municipal bond offerings in 
1962 will approach if not exceed the new record 
established in 1961. 

Higher short-term interest rates appear probable 
Business demand for bank loans is likely to be fairly 
heavy, with a brisk inventory build-up in prospect 
because of both expanding industrial activity and 
fear of a steel strike. Consumers are also spending 
more heavily for big ticket items and should be 
larger borrowers than in 1961. The recent increase 
in commercial bank time and savings deposit rates 
is likely to bring upward pressure on the rates these 
institutions charge for loans. 

Federal Reserve Board Chairman Martin has 
stated that, while there will be no attempt to force 
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Attractive Bond Investments 








Approx. Yield to 
1961 Current Maturity 
Company and Issue _ Rating Range Price % 





U. S$. GOVERNMENT BONDS 
3's, 2/15/90 .......... eatecutionstes - 9614-8814 8912 4.13 
Diem, BESIBIIG .cccorccccccesesseccee — 1022-97 97% 4.12 


FEDERAL AGENCY ISSUES 
N.A. 


F.N.M.A. 4¥%s, 6/12/72 ......... 1003 4.33 
Fed. Land Bank 4's, 

III cladanoutchantenaiiaiciniinies N.A. 99" 4.22 

MUNICIPALS 

State of Calif. 3.60s, 

Pe wiisthcehesiucisabineniinnsinciel AAA N.A. 994 3.65 
Georgia State Hwy. Auth. 

es AA N.A. 100 3.70 
Pa. State Pub. School Auth. 

is SPIO sccccicericeinniin AA N.A. 100 3.85 
N.Y. City 3.40s, 12/1/81 ...... A N.A. 97% 3.50 
Triborough Bridge & Tunnel Auth. 

Us WE IID ceccesitnsecsnncevesee A N.A. 99 3.82 
N.Y. State Power Auth. 

BR, DFT MIO ccncecctsecscrsess A N.A. 100 3.75 

CORPORATES 

Carolina Power & Light 

eg a 100'2-99'2 997% 4.51 
Macy (R. H.) Credit 

4%4s, 11/1/81 A 104'2-103 10014 4.89 
Tennessee Gas 

Is¢ 5M%s, 11/1/79 ............. A N.A. 100'2 4.71 


interest rates up “artificially,” the F.R.B. will allow 
the pressure of higher loan demand to be reflected 
in higher borrowing rates. Continued outflow of 
U. S. gold is also inducing the authorities to shore 
up short-term interest rates in an effort to prevent 
short-term funds from flowing out to seek higher 
rates abroad. 

While a number of steps are being taken to cut 
the gold loss, Treasury Secretary Dillon has said 
that the outflow of gold and dollars in 1962 will 
still be substantial. The problem is one that cannot 
be solved overnight. 


Yield Rise to Be Gradual 


Nevertheless, no sharp tightening in Federal Re- 
serve policy appears likely in 1962. Unemployment 
has been declining but still remains high. There has 
thus far been no evidence of major price inflation 
and price-cutting remains persistent in many indus- 
tries. As stated, some of the strength in the economy 
early next year will be due to inventory buiiding in 
anticipation of a possible steel strike at mid-year 
and further gains in general business after this 
stimulus is removed are not so certain. Administra- 
tion authorities still express fears that the U. S. 
economy’s long-term growth rate is not sufficiently 
rapid. They also feel that the outlook is not com- 
pletely reassuring in some key sectors—residential 
housing for one—which they consider to be lagging. 
It should also be remembered that bond yields today 
are already relatively high. All these factors could 
act to limit the rise in bond yields during 1962, 
although unforeseen developments might change 
this tentative conclusion. 

A representative index of long-term Government 
bond yields is now around 4.10%. It did not get 
much over 4.50% even at the height of the 1959 
“tight money” period and conditions during the 
months ahead are not expected to become as strin- 
gent as was the case two years ago. 

Existing bond yields are historically generous 
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and well above those of common stocks. While prices 
are expected to decline somewhat during the months 
immediately ahead, prospective investors are advised 
not to delay purchases too long. It may not pay to 
try to hit the market’s absolute bottom. Temporary 
price dips, caused by such factors as an accumula- 
tion of new issues hitting the market at one time 
while dealer inventories are top-heavy, are hard for 
anyone who is not a bond market professional to 
anticipate. 


Unusual Bond/Stock Yield Relationship 


Bond yields have been rising relative to those 
available for common stocks during the past decade 
or more. In 1950 a widely used index of industrial 
common stock yields averaged about 6.7%, against 
2.6% for top-rated corporate bonds. This gap nar- 
rowed rapidly thereafter, and since mid-1958 the 
bond yield index has been continually above that 
for equities. 

The recent tendency has been for the gap to 
widen further. At present, these bonds yield about 
4.40%, against approximately 2.8% for the stocks. 

®> The reasons for this reversal, which has come 
about even though bonds are the more secure in- 
vestment, are not hard to find. The post-war period 
has been characterized by rapid economic growth 
and persistent increase in the price level. Investors 
are attracted to stocks because they feel that growth 
will continue, at least in many industries, and are 
willing to pay for it. Bonds are repayable at matur- 
ity, only at face value, and investors are afraid that 
the purchasing power of their principal will decline 
seriously in the interim, particularly in the case of 
the longer-term issues. 

®& Another reason for the change in traditional 
yield relationships is the relative scarcity of better 
grade stocks. Under the tax laws, interest can be 
deducted from profits but dividends on common 
stocks are not deductible. This advantage has in- 
duced many corporations to finance with bonds 
rather than common stocks. 

The disparity in yields means that today’s com- 
mon stock investor would have to experience a 
rather substantial price gain over a long period of 
years in order to be as well off as he would be 
buying a municipal bond offering a tax-exempt 
yield of 314% or more, easily obtainable in today’s 
market. This is particularly true if the investor is 
in a tax bracket of 50% or higher, since both divi- 
dends and capital gains on stock are taxable. 


Interesting Speculative Bonds 


Conversion Current Yield to 
Price Price Maturity 
Company and Issue Rating ‘ 


for Stock of Bond % 


CONVERTIBLE BONDS 
Atlantic Refining 412s, 1987 53 1212 
American Ootical 4.40s, 1980 .... BBB 62 130 
Hunt Foods 4%s, 1976 54 139 
RAILROAD ISSUES 


Minneapolis & St. Louis 
Ist 6s, 1985 


Missouri-Kansas-Texas Adjusted 
5s, 1967 75 





*—Current return — coupon % divided by bond price. 
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» To be sure, current projections forecast con- 
tinued growth in the U. S. economy and most people 
feel that the dollar’s value will continue to decline. 
Nevertheless, projections can never be guaranteed 
to be correct, and no assurance can be given that 
the stock market will continue its performance of 
recent years. 


What to Watch in Municipals 


In today’s market municipal bonds offer the most 
attractive yields, on a taxable equivalent basis, to 
any investor in a surtax bracket much above 30%. 
A new “A” rated municipal long-term bond sells 
in the current market to yield about 3.75%, com- 
pared with about 4.75% for a similarly-rated new 
corporate issue. 

The steady growth in the supply of new state and 
local government bond offerings is the primary rea- 
son for the relatively generous yields available. 
State and local purchases of goods and services rose 
from $19.7 billion in 1950 to $47.2 billion in 1960, 
and in the third quarter of 1961 was running at an 
annual rate (seasonally adjusted) of $51.6 billion. 

While the bulk of this 


bonds and marketability can become a problem, par- 
ticularly when the general bond market is on the 
defensive. 


When Corporates Are Attractive 


Investment quality corporate bonds, bought mostly 
by institutions, can be attractive investments for 
individuals and others in relatively low income tax 
brackets. In these issues the rating, as determined 
by the two leading independent rating organiza- 
tions, is of primary importance. In general, the more 
secure issues, rated “A” or better, tend to follow 
Government bond and interest rate trends in their 
own price fluctuations. The lower rated bonds, par- 
ticularly those classified “BB” and below, are influ- 
enced more by business conditions and earnings 
prospects. For strictly investment purposes, the 
nonprofessional purchaser is better off confining his 
attention to the higher grade bonds rated at least 
aw 

Protection against early call is another consid- 
eration of particular importance when the bond’s 
coupon rate is above the going level of interest 
rates. All of the invest- 
ment grade corporate 





spending has been financed 
through tax revenues, 
bond flotations rose from 
$3.5 billion in 1950 to $7.7 | Per Sen" 
billion in 1959, falling to 
$7.2 billion in 1960. A new 
record total of about $8 
billion is estimated to have 
been sold in 1961 and fur- 
ther increases are likely 
during the years ahead. 6} 
Another explanation for 
the relatively generous 
yields of municipal bonds 4} 
lies in the sources of de- 
mand for such _ issues. : 
Many of the institutions — ci 
and pension funds, which 
together represent the 
backbone of the corporate |, [Lotes: dor plored = 
bond market, pay little if 1954 1955 1956 1957 





Yields on Stocks and Bonds 






f 
Dividends Price Ratio 


0 [tetest dere plotted October & 3rd Quarter 


bonds listed in the accom- 
panying table carry pro- 


Per Cent tection against call for 

T T T has periods ranging from 
three to eight years. 

ba > The highest yield to 


maturity is usually offered 
by bonds selling at a pre- 
mium over face value. 
} 6 With such bonds the own- 
er receives a_ relatively 
high current return but 
14 takes a capital loss at ma- 
turity. In bonds selling at 
a discount the current re- 
| 9 turn is lower but there is 
a capital gain at maturity. 
Since the capital gain por- 
tion of the return is often 
taxable at a lower rate 
than the interest income, 


Earnings Price Ratio 


omm on Stocks 





Common Stocks 


1958 1959 1960 1961 








any taxes and thus are 
not interested in buying 
tax-exempts. The bulk of demand for municipals 
comes from individuals and commercial banks, and 
both of these sources have had ample alternative 
investment opportunities at most times in recent 
years. 

The rating is an important criterion to be followed 
when purchasing municipals. Issues rated “A” or 
better involve a minimum of risk and are suitable 
for most accounts. Marketability is another impor- 
tant consideration. The issues listed in the accom- 
panying table as suitable for purchase were chosen 
in part because they command a broad and ready 
market in the event sale should become desirable 
or necessary. Many municipals, however, command 
only a narrow local or regional market. Exemption 
from state income taxes afforded by bonds emanat- 
ing from within the state of residence, can also be 
a factor. 

> Finally, investors should be aware that holding 
municipal bonds for only brief periods can be ex- 
pensive. 

Spreads between bid and asked prices of other 
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many investors prefer dis- 
count bonds and for this reason the quoted yield to 
maturity is frequently relatively low. 

No shortage of new corporate offerings during the 
early months of 1962 is likely, since business spend- 
ing for both inventory and plant and equipment will 
probably be moving higher. The market for invest- 
ment-grade corporates has been relatively strong in 
recent months, largely because the flow of new issues 
has been unexpectedly slow following the flood of 
last spring. The interest advantage offered by top- 
grade corporates over Governments is currently 
somewhat below the ', of 1°, often quoted as a 
yardstick. Better buying opportunities in the cor- 
porate market should appear later on. 


Governments Offer Lower Yields 


U. S. Treasury bonds are considered to be the 
safest form of bond investment. As a consequence, 
they offer yields well below those available in either 
corporates or (allowing for tax exemption) munici- 
pals. Most investors who are not required by law, 
or self-established policy (Please turn to page 417) 
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~“Tnside Washington 


FOREIGN trade on a liberal scale with broad Presi- 
dential powers to reduce — even eliminate — tariffs, 
will be top goal of the New Frontiers Administra- 
tion before the upcoming Session of Congress. Fed- 
eral aid to education, medical care for the aged, 
extended unemployment benefits and retraining of 
workers displaced by automation, will move into 
secondary positions on the President’s list of “must” 








WASHINGTON SEES: 


The United States has very probably damaged 
its prestige with some of the emerging indepen- 
dent nations because of its adamant stand that 
the United Nations prevent the secession of Ka- 
tanga Province from the Congolese Republic. 

Some smaller nations in Africa are strong in 
the conviction that even a province of a nation 
has the right to secede and become independent 
if it has the resources to support that indepen- 
dence, as is the case with Katanga, richest mineral 
resource area of the Congo. 

Further, our support of U.N. effort to hold 
Katanga within the Congo Republic, and military 
attacks on that area’s huge copper mining indus- 
try, are regarded in some quarters as a move to 
cut Katangan copper output, with resultant bene- 
fit to our own producers. 

Pointed up is the fact that although we fought 
the War Between the States to preserve our own 
Union, that strife was purely domestic in nature, 
while the Congo embroglio is simply not any 
business of the United States or the United Na- 
tions; that it is a problem to be solved by the 
Congolese themselves, just as the United States 
solved its own secession problems without out- 
side military interference. 

Meanwhile, there are indications that some 
figures within our own government are inclined 
to believe that the Katanga-Congo problem is 
one rightfully within the province of that un- 
happy infant republic — not one to be solved by 
outside military intervention. 
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BY “VERITAS” 


legislation. In the meanwhile, the White House is 
readying “heavy artillery” for an all-out assault on 
public opinion. Cabinet officers and other key figures 
in the Executive Branch will carry on a veritable 
drum-fire of speeches in support of the free trade 
program and there will doubtless be radio and tele- 
vision appearances by the President. A select group 
of ace White House speech writers is even now 
grinding out the necessary oratory. 

TEPID Soviet support of its own resolution that would 
have invited Red China into the U. N. and cast out 
the Nationalist regime of Chiang Kai-Shek on For- 
mosa, is not seen here as of any significance in the 
area of Russo/Mao Tse-Tung relations, nor is it an- 
ticipated that the top Chinese Communist will move 
further away from Moscow because of Russia’s luke- 
warm position in the general debate. It was simply 
a case of the Russian delegate realizing that he 
would be out-voted, and preferring to wait another 
year in which time Khruschev, et al, will have better 
opportunity of thoroughly propagandizing the infant 
members of the international body that have come 
within the U.N. fold in the past few months. Fore- 
seen is a real battle on the question a year hence, 
plus present doubts that the United States will be 
able to “hold the line.” 

AIRLINES, in serious financial difficulties as revealed 
by recent reports, face sterner Federal regulation 
and close Congressional scrutiny. In the offing, ac- 
cording to insiders of the air regulatory agencies, 
are possible forced mergers, trimming of so-called 
luxury services, a complete government survey of 
wasteful duplication of routes, plus, of course, com- 
pulsory rate increases. A top Federal official de- 
scribes the overall picture as “shocking and one that 
indicates a serious lack of responsibility on the part 
of airlines executives.” He does not forecast an im- 
mediate government “take-over” of civil aviation, 
but says that if the “mess” is not cleaned up, or if 
there are no indications of a sincere effort by the 
operators to do the job themselves, “‘then air trans- 
port in the United States faces rough going — even 
eventual nationalization.” 
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Assault on Tentative 1963 Budget Surplus Gets 
Under Way. Even before the President's Budget 





Message goes to Congress and reportedly 
reflecting an "iffy" surplus of $1.4 
billion, Washington forces of the special 
interest groups are getting organized to 
turn it into a deficit. Oddly, one group will 














AS WE GO 
TO PRESS 


of a Congressional source of high rank on one 
of the two Armed Forces Committees. He 
promises to "break it wide open" early in 
the next Session of Congress, asserting 
that waste "through duplication, lack of 
coordination between the procurement 
officers of the services, and negotiated 
































have the support of the Administration. 
Federal white collar and postal workers 
will have White House "blessing" for a pay 
rise beginning next July 1. Concurrently 
there will be organized efforts to boost 
annuities of retired Federal workers. It 
will add up to a $500 million nick for the 


"surplus" budget, most of the Surplus being 
































contracts (rather than buying on competitive 
bids) is costing no less than $10 billion 
annually." Asked if there is evidence of 
criminal activity in defense procurement, 
the terse reply was, "Only stupidity" 

It can possibly lead to a genuine centralized 
defense procurement System under the 
































predicated upon postal rate hikes of 
nearly $1 billion. 





Although all agency budget estimates 
are in and the final budget is in preparation 
for presentation to Congress and the public 
about Jan. 20, bureau and agency chieftains 
are preparing their private and increased 
budget estimates for presentation to 
Appropriations Committees at the first 














to — agency by agency — is a matter of 
Speculation, but this service has learned 
from reliable Sources that at least four 
will ask for a total of $2 billion more than 
the President will recommend. And, in an 











direction of a civilian head, rather than 
the present hydra-headed set-up operating 
under uniformed officer personnel lacking 
business experience. 














New Merger Legislation in Sight. Now in draft 
Stage for presentation during next Session 
of Congress is a Bill which could prevent 
future merger headaches and costly 
litigation. Briefly, the measure would 
require that the Anti-Trust Division of 
the Department of Justice, the Federal Trade 
Commission and the Comptroller of the 
Currency (bank mergers only) be given six 
months’ notice of proposed corporate 
mergers in which $10 million or more of 
assets are involved. With the notice would 




















for a large percentage of the proposed 
hikes, especially for thoSe agencies that, 
by nature, will promptly put the money into 
circulation through purchases or the 
immediate initiation of projects of a 
public works nature. 





Pentagon Purchasing Amounts to a “National 
Scandal.” This is an off-the-record opinion 
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be filed pertinent details of the proposed 





If the Federal government, from papers 
filed, regards the contemplated merger as 
inimical to frve competition or as monopo-= 
listic in nature, parties to the proposed 
merger would then be given an open hearing 
before the appropriate agency. If, after the 
hearings, the agency decides the merger 
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proper, such decision would be binding on 
the Department of Justice and bar future 
antitrust court action to dissolve it. 
Decisions adverse to the proposed merger 
would be subject to appeal to the courts. 


Under the present system of "advisory 
opinions" by which proposed mergers can be 
submitted for comment from Justice or the 
Federal Trade Commission, there have been 
instances in which Federal action to break 
the merger was undertaken after an advisory 
opinion approved the merger. Presently 
before Congress is a measure by Rep. Emanuel 
Celler (D., N. Y.), Chairman of the House 
Judiciary Committee, requiring 60 days 
notice of proposed mergers, but devoid of 
any procedure for hearings, decisions, etc. 


New Frontiers Plan for General Federal Aid to 
Education Gets Another Blow. It has been the 
Administration's contention that Federal 
grants to church-related schools would be 
unconstitutional. Comes now the legal 
department of the National Catholic Welfare 
Conference, an agency of the Catholic 
Bishops of the United States, with a 
documented 82-page refutation of the 
Administration's stand. The President 
cannot afford to retreat from his previous 
position, even though he is now at 
loggerheads with his own church. It means 
that any bill for general aid to the public 
schools must include like aid for the 
church-related schools and this simply could 
not clear the Congress; or, if it did, the 
President would be in the position of having 
to veto to sustain his original view on 
the unconstitutionality of such legislation. 
Summary: Federal aid for school construction 
and teacher pay is dead before it gets to 
the floor of either Senate or House. 
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Collegiate Swing to Right Encourages GOP. 
Growing conservative swing on college and 
university campuses has forced Republican 
National Committee to swell its Washington 
Staff with a special section to supply the 
collegiates with information on the 
conservative view. Sen. Barry Goldwater 
(R., Ariz.) grows in favor with the campus 
groups, now already picketing the White 
House in favor of a resumption of atmospheric 
nuclear tests. But above this, the National 
Committee is pleased with the student 
interest in such issues as Federal aid to 
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education, medical care for the aged 
(through Social Security taxation) and 
other Fabian Socialist programs of the 
Administration. Overwhelmingly, the 





youngsters, most of whom will participate 
in the 1962 elections, are asking for 
information that will enable them to 
effectively combat the left-wing trend. 

















Meanwhile, Chamber of Commerce of the United 





States reports to this service that 
collegiate reguests for literature with a 
business slant are running at an "extremely 
high level." 




















Write OAS Off As Ineffective. This is the 
inner council advice of Capital experts on 
Latin American affairs who point up that 
the Organization of American States did 
nothing to effectively curb Cuba's Fidel 
Castro — even seemed to be afraid of the 
bewhiskered dictator. They equally condemn 
OAS efforts to straighten out affairs in 
the Dominican Republic and assert that 
unless the United States unilaterally 
imposes tight trade sanctions there, the 
little Republic will continue in a dangerous 
State of turmoil that will lead to 
establishment of another Red satellite in 
Western Atlantic waters. 





















































Housing and Home Finance Agency Offers Private 
Business Direct Federal Competition in Two Fields. 
A Pennsylvania Congressman has unearthed 
an instance in which Urban Renewal 
Administration (HHFA subsidiary) underbid 
a private bond underwriting firm on a 
$3 million sewer bond issue, advancing the 
money at lesser interest than the private 
bid. Latest development finds URA invading 
the parking lot area of private business. 
Land acquisition and clearance under urban 
renewal programs have accelerated faster 
than rebuilding. Cities are turning the 
empty sites into cheap parking lots until 
building can be started. It has resulted in 
forcing many privately owned lots and 
garages to the wall in dozens of cities. 
Incidentally, the HHFA advance for Sewer 
construction was at an annual rate of % of 1% 
less than Treasury is paying for money it 
borrows. Unfortunately, neither situation 
can be corrected without special legislation, 
possibly difficult to obtain for months 
after Congress reconvenes. 
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KENNEDY'S POSITION on FREE TRADE 
— The Contradictions in Talks Before NAM vs. AFL-CIO 


By NORMAN A. BAILEY 


> With a realistic appraisal of what 


needs to be done to make 


* On December 6th President Kennedy declared 
in a speech before the 66th Annual Congress 
of the National Association of Manufacturers that 
the United States must increase its foreign trade 
or risk of loss of its position as leader of the Free 
World. On the next day, in his address before the 
convention of the AFL-CIO in Bal Harbour, Florida, 
the President reinforced his plea to the labor group 
which is really responsible, more than any other, 
for our non-competitive position in such trade. 

In his New York speech Kennedy stressed that 
“this is not a debate between ‘deficit’ nations and 
‘surplus’ nations. It is not speculation over some 
‘grand design’ of the future. It is a hard, practical 
question now for every member of the Western 
community—involving most immediately for this 
nation our policies in the two mutually dependent 
areas: our balance of payments and our balance of 
trade.” This crucial goal is to be achieved through 
a five-point program. 
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Free Trade werk — 


> The first is through cooperation with foreign 
governments and central banks on new techniques 
for dealing in foreign currencies and on the co- 
ordination of development aid, debt management 
and fiscal policies. 

& Second comes greater tying-in of foreign 
economic and military aid with purchases in the 
United States. 

> Third, the encouragement 
investment in this country. 

> Fourth, the elimination of tax incentives for 
American business to invest abroad in the already 
industrialized nations. 

> Finally, and this was stated to be the most 
important of all, substantial increase in American 
exports abroad, through export promotion, trade 
fairs and a new export insurance program. 
After admitting that the government could do 

much to foster such trade, and pledging to submit 


of tourism and 
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Western Europe, the United States, and the USSR in Perspective 


can industry behind tariff walls 
would become progressively less 





Western United 
EFTA Europe * States USSR 


Area (mil. sq. miles) : 0.5 1.6 
cc dniaield cana 90 328 


Gross national product: 

Total (bil. $) 104 3021 

Per capita ($) 1,013! 
Steel (mil. short tons) 35 118 
Electricity (bil. kwh) 226 520 
Automobile output (mil.) .................00000 3.4 1.5 4.9 
stelle niecioteniaalanigesanhd 19° 15° 23° 
Gold reserves (bil. $) 9.4 6.1 16.0 


Eighteen member nations of the Organization for European Economic Cooperation. 

Excluding Spain. 

Excluding intraregional trade. 

Generally accepted Western estimates range from $4 to $8 billion. 
N.A.—Not available. 
Sources: Organization for European Economic Cooperation and the United Nations. All 
data refer to 1960. 


a balanced budget, the President declared that in- 
dustry itself should expand its efforts in this direc- 
tion three ways: by being competitive, by being 
export-minded, and by being calm concerning our 
payments situation. 


Conflicting Statements to Industrialists and Labor 


With little indication as to why calm should per- 
vade the business community in the face of a 
steadily deteriorating balance of payments, and less 
in the way of explanation as to how costs could be 
cut in the face of ever-increasing wage demands 
having no relation to productivity, President Ken- 
nedy closed his speech by declaring that “the hour 
of decision has arrived. We cannot afford to wait 
and see what happens, while the tide of events 
sweeps over and beyond us. We must use time as a 
tool, not as a couch. We must carve out our own 
destiny. This is what Americans have always done 
and this, I have every confidence, is what we will 
do in each new trial that lies ahead.” 

> Before the massed delegates of the labor move- 
ment, President Kennedy was considerably less de- 
cisive, and what he did say was further softened 
shortly afterwards by Labor Secretary Goldberg, 
who explained that tying wage increases to produc- 
tivity did not of course mean that there wouldn’t 
still be substantial increases in store for labor. On 
this basis Federation President Meany found no 
difficulty in declaring that the labor movement 
would “cooperate one thousand per cent” with the 
President. 





Can a Proper Prescription Rest on a Faulty Diagnosis? 


President Kennedy is absolutely correct in his 
prescriptions for world trade, strengthening the 
position of the dollar, stemming the gold outflow 
and improving the balance of payments. He is also 
correct in his assumption that the nub of the prob- 
lem lies with the non-competitiveness of our goods 
in the world market. A policy of protectionism 
adopted by the United States in the face of the 
expanding European Common Market would be sui- 
cidal. Isolationism in all our economic relations 
would quickly result, and whatever markets remain 
to us would be lost, except for economic aid tied to 
the use of American equipment. As a result, Ameri- 





and less competitive and more 
and more insular, to the detri- 
——— ment of every segment of our 
3.6 7.9 population. An almost inevitable 
181 214 concomitant of such a_ policy 
would be the eventual loss of our 
position of leadership of the Free 
World in the political sense as 
well as the consequent weakening 
840 292 of the entire position of the West 
67 0.1 vis-a-vis the Soviet bloc. 
20 6 But President Kennedy, and 
17.8 ° presumably his advisors, are com- 
: : pletely wrong about the reasons 
behind our non-competitiveness 
and consequently his prescription 
for increasing our competitive 
strength rests upon a _ naivete 
which would be laughable if it 
were not so sad. Unless the under- 
lying causes are identified and 
remedied, the Kennedy free trade policy will not 
only not work, it will be disastrous, and will lead to 
exactly the opposite results to those looked for. 
Because the problems are analyzed incorrectly, in- 
correct solutions are proposed and adopted, which 
instead of alleviating the problem merely aggravate 
it. To be sure, in any administration, under what- 
ever leaderhsip, mistakes in policy will be made. 
What is inexcusable in the present situation is the 
total inability of the liberal establishment to recog- 
nize an incorrect policy and scrap it in favor of one 
which would have greater chances for success. On 
the contrary, when a “liberal” policy fails, the only 
thing that is done is to apply it with even more 
vigor. 


504 N.A. 
2,785 N.A. 
99 72 


Between the Scylla of Free Trade and the 
Charybdis of Protectionism 


A policy of absolutely free trade adopted by the 
United States at this point, without the requisite 
internal changes and adaptations, would simply re- 
sult in the flooding of the American market with 
good quality and relatively inexpensive European 
and Japanese merchandise, ranging from kewpie 
dolls to bulldozers. Feverish retooling would take 
place to utilize foreign machinery and equipment, 
but when the retooling had been completed, the 
industry would still find that its own products were 
being undercut by foreign competition. None of this 
would actually happen, of course. In short order 
American business would demand the re-establish- 
ment of protection, and the rout of the free traders 
would be complete. Under such circumstances pro- 
tectionism would, because of the disastrous conse- 
quences of the free trade policy, establish such a 
firm hold upon business, industry and the Congress 
that it could not be dislodged until protectionism 
had wreaked equally disastrous results in the oppo- 
site direction. 


Promising the Impossible 


It is impossible to divorce foreign economic policy 
from domestic economic policy. It is in his attempt 
to do this that Kennedy is guilty of the worst over- 
simplification — it really amounts to deluding the 
American people, already too susceptible to simple 
solutions for immensely complex problems. Jn effect, 
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the President told American business to become 
competitive by being calm and becoming competitive. 

Further than this he did not go. He could not be 
more specific because neither he nor any other “‘lib- 
eral” politician or economist has the faintest idea 
of how to lower the costs of American production 
and at the same time keep the superstructure of 
subsidies, grants, hand-outs, privileges and regula- 
tions that make up the welfare state. They have no 
idea how it can be done because it cannot be done. 
American enterprise can become competitive only 
by the dismantling of the welfare state. 

Mere tinkering will not do it—the entire super- 
structure must be destroyed, and rational policies 
put in its place. This may seem like a hard path to 
follow. It is hard, but sooner or later it must be done, 
and if the loss of our gold 
and our markets can serve 
as the impetus to such a 
drastic remedy, so much 





COMMON MARKET FACTORS 


ing the costs of power to our industry. 

Anti-trust legislation on the books must be en- 
forced in the way it was intended to be enforced 
by the men who wrote it, in such a way as to keep 
the development of capitalism healthy and competi- 
tive, rather than as a method of constant harass 
ment of American industry by keeping costs of 
administration and production as high as possible. 

The entire tax system must be reformed, so as to 
reward enterprise rather than consumption, and to 
relieve business and the average citizen from the 
crushing burden of bureaucracy. 

Featherbedding must immediately be eliminated 
and made illegal. 

The monopoly power of labor must be removed. 
Wage increases must not 
only not exceed productiv- 
ity increases; they must 
lag behind productivity in- 





creases so that prices can 








the better. The author can- 
not say that it will be done. 
Because of the entrenched 
and vested interests which 
have been built up over the 
last thirty years under the . 
aegis of “liberal’’ collectiv- 
ism it is most likely that 
this correction will not be 2 
made, unless such a devel- 
opment is forced by outside 
factors. Free trade could ao” 
be such a factor. : 


4 Billions of dollars) —4 





U.S. exports to 
Common Market 
| countries 








What Must Be Done: Some 
Plain Speaking a 


19531954. %. 1955-1956 
which will have to be —— 
changed, or at least modi- | G.N.P.| 
fied? Special subsidies, such | (Gross National Product, }969) 
as those for domestic cane | %504-4 
sugar production and the “ae 
U. S. airlines, to mention 
only two, will have to be 
gradually removed, to re- 
introduce rationality to the 
American economy and 
make the optimum use of 
our resources and factors 
of production. 

Even more’ important 


What are the policies 


$165.2 
bil. $1098 
hil 
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United Common Free 
States Market Trade 
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| TRADE WITH U.S. | 








be lowered. The list could 
be extended, but these 
moves alone would make 
American industry fully 
3 competitive with any for- 
eign country. 











a em a In the international field 
= eee foreign aid must be ration- 
alized and tied to political 
objectives. Such vague, hu- 
= manitarian goals as agrari- 
~|U. S. imports from |— ! an reform must be made 
Common Market +h : ; ife and 
omuatiinn | muc more spec ifie ant 
pursued with vigor and the 
. determination not to be 

7 oce 9 194 . ° 
195 i958 1959 blackmailed. An agrarian 


reform makes sense only if 
it adds to the stability and 
9 strength of the West. It 
a will do so only if it is hon- 
3.3”. estly begun and _ honestly 
pursued, and if each indi- 
vidual farmer is given his 
own plot of land, suffi- 
ciently large for him to 
make a living and have a 
surplus for market. 


[RATE OF GROWTH] 


Gross National Product, 951-196 





3.2% 








ek” es The President's Program 
States Market Trade 
Arca Although not yet com- 








would be the elimination of 

the entire farm price sup- 

port program, again over a period of time. This pro- 
gram is the tragedy of the American economy, and 
the billions spent every year for goods no one wants, 
their destruction and their storage, and the ruin of 
the international markets of our allies, is nothing 
short of criminal. 

The empire-building of the public power authori- 
ties must be brought to a halt, so that the resources 
of the state may be allocated to those matters prop- 
erly under its authority, while leaving to private 
resources those developments which private sources 
are ready and willing to provide. 

Favored treatment of certain industries and 
groups in the economy must be ended, such as the 
quotas on foreign oil which serve no purpose but 
that of protecting domestic products and increas- 
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pletely clear, the Presi- 
dent’s proposals seem to 
encompass the following points: 


1. Long-term (possibly five-year) authorization to 
negotiate tariff cuts with the European Common 
Market and other nations on broad categories of 
products, rather than on individual items. 

2. Abolishment of the “peril point” concept, allow- 
ing the Tariff Commission to set floors under 
which it believes American enterprise would be 
damaged. 

3. Tightening controls over the “escape clause,” 
under which domestic industry can apply for 
protection. 

4. A program of federal financial assistance to in- 
dustries and workers hurt by new import com- 
petition. This would (Please turn to page 417) 
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STOCKS IN 1961 
THAT HAVE MADE SIZABLE GAINS 
— Those that declined 


By C. K. STROUT 


HILE the trend of the averages was upward, 

the year 1961 included sharp market reactions 
and wide disparity in price movements among groups 
and individual issues. As usual, prices of many 
stocks advanced a good deal faster than earnings, 
and in fact some issues soared on little or no earn- 
ings improvement while others plummeted on what 
appeared to be only a temporary halt in a long-term 
growth trend. In many instances, issues rose as in- 
vestors seemed to suddenly discover the merits of 
heretofore neglected industries or feil as they began 
to doubt the justification for the extremely high 
price-earnings ratios that prevailed for some of the 
more “glamorous” names. Since higher prices are 
always more interesting than falling prices, certain- 
ly to those fortunate enough to hold the issues that 
are advancing, we first turn to the industries and 
stocks that proved most rewarding to their holders 
this year. 

With few exceptions, holders of food, tobacco, 
drug, bank, insurance, finance company and chain 
store equities have had little to complain of during 
1961. This has been a year in which companies cater- 
ing to the general public have come into their own. 
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With rising disposable personal income and a steadi- 
ly growing population, the future has looked quite 
bright for these industries, particularly in view of 
their ability to maintain earnings during a general 
business downturn, and hence they attracted a con- 
siderable following. 

In a leading article on the food stocks in our 
December 16 issue, we commented in detail on the 
improved outlook for a number of companies, and 
their position in growing foreign markets, including 
Beech-Nut Life Savers, Campbell Soup, Corn Prod- 
ucts, General Foods and H. J. Heinz. The stocks of 
these food companies, among others, appreciated 
substantially during 1961, and now sell at relatively 
high levels in relation to immediate earnings pros- 
pects and dividends. Hershey Chocolate, which was 
not mentioned in the earlier article, almost doubled 
in price this year as a result of the favorable cocoa 
bean supply outlook and on the strength of reports 
that the company at last intended to initiate ad- 
vertising of its candy bars. A very thin market for 
this closely-held stock also contributed to its ad- 
vance. 

A successful promotional campaign for Clairol hair 
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Selected Stocks Scoring Substantial Gains In 1961 





No. of Percent- ' 

Points age ' 

Increase Increase 
Price Since Since 
12/7/61 1/1/61 1/1/61 


112% 42% 60 


Indic. 
1961 
Div. 
Per 
Share * 


Ist 9 Months 
Earnings Per 
Share 
1960 1961 


$3.27 


Market 
Price 
12/31/60 


Price Range 
1961 ** 


High Low Comment and Rating 


in domestic in 
completion of 
Al 


Amerada: Solid position 
dustry will be helped by 
Libyan pipeline in 1962 
American Home Products: Leading Amer 
ican producer of ethical and propietary 
drugs and other products is expanding 
position in European market 
Ve 64% 65% 106% 41"% 63 American Tobacco: 
3.37 3.73 2.80 111% largest selling cigorette, scoring 
gains with Dual Filter Toreytons. A-1 
Bristol-Myers: Despite anti-trust 
this diversified producer of 
ethical and proprietary drugs 
continue excellent growth of post 


Amereda Petroleum .. $3.25 $3.00 114%- 69% 697% 


American Home Products ..... 1.60 1.64 1.54 267%5-176%° 181! 243 | 62 34 


Produces Pall Mall 





American Tobacco and is 
charges, 
toiletries, 
should 
B-1 


Bristol Myers ..... 1.55 1.80 1.20 103'2- 64% 65" 9858 33% 51 


Celanese: Expansion of chemical, 


1238 51 cal, plastic 
and polymer capacity is bringing re 


Celanese Corp. ... 1.51 1.36 1.20 40%8- 22 2238 34\4 


evaluations of earnings multipliers 8-1 
Certain-Teed Products: building 
supply and asphalt producer 
entering growing shell B-1 
Commercial Credit: Good automobile sales 
in 1962 should allow 

rising earnings of recent 


Large 
roofing 
home field 


Certain-Teed Products 74 1.69 757 79'2- 20'2 205s 75'2 547s 267 


‘ . V- 417 7 109 38 53 
Commercial Credit 2.10 2.09 1.60 54'2- 41% 71 continuation of 
years A-! 
Crown Cork & Seal: Continuation of im 
provement program and merger of Crown 
Cork Int‘l. should enhance prospects B-1 
Du Pont: Largest chemical producer's im 
mediate future influenced by method and 


A-1 


Crown Cork & Seal 1.91 2.95 128'2- 42% 53's 12334 805s 189 


Du Pont. 6.28 6.11 7.50 25412-18512 187" 236'4 49 26 


timing of General Motors divesture 
Federated Department Stores Excep 
tionally able management hos resulted 
in excellent growth for this leading full 
line department store chain A-1 
Ford Motor: Pros ts for f b! 
e 117'2- 6334 64's 11538 51% 80 : pects or tavorable auto 

Ford Motor 5.76 5.26 3.00 year could bring earnings to or near 
; all-time record A-1 

+. 3 5 92 37 67 General Tire & Rubber 
3.20 1.00 9134- 53%4 > versified into rockets, 
casting and other 
leverage. B-1 
Gillette: Dominant blade field 
has achieved excellent results over the 
years from acquisition of Toni and Paper 
Mate. A-1 
147 W. R. Grace: Expansion of chemicol 
operations and withdrawal from more 
marginal activities enhances future pros 
pects B-1 
Great A & P Tea: World's largest retailer 
enjoys dominant position in food distribu 
tion. A-1 
Heller (W.): Leading commercial 
ing company should continue 
record as general business 
during 1962 B-1 
Hershey Chocolate: Very favorable raw 
material supplies, rumored initiation of 
consumer advertising and thin morket 
brought sharp advance in stock A-1 
Korvette: Leading discount merchant has 


Federated Dept. Stores 1.04 1.13 1.10 59%2- 3434 38 57% 


Company has di- 
brood 
high 


N General Tire & R. — 


propellants, 
activities. Hos 


Gillette Co. . 2.86 3.43 3.308 169%4- 877% 885s 1597s 71% 80 unit in 


Grace (W.R.) & Co. ..... 2.16 2.59 1.607 90 - 35% 3512 87 51% 





Great Atlantic & Pac. Tea 1.215 1.19 70'2- 357% 35'2 648 29% 82 


financ 
excellent 
improves 


Heller (Walter) & Co. . 2.36 2.43 100'2- 50'2 51% 100'2 4858 93 


Hershey Chocolate 5.74 6.00 4.00 203'2-112"% 114!2 186'2 72 62 


Korvette (E. J.) . .124 174 1287%- 31'2 33'2! 10558! 72%8 215 


* 
e 
f 
7 


Reynolds (R. J.) Tob. . 1.88 


Scott Paper 2.45 


Sears Roebuck & Co. 1.55 





Singer Mfg. ..........- 3.01 
Universal Oil Products . 39 


Zenith Radio ........... ; — .96 


*—Based on latest dividend rate. 


2.20 


2.48 


1.70 


3.68 


70 


1.10 


50 


2.40 


1.65 


2.60 


62 


1.16 


1__3 for 1 split during 1961. 


89'4- 685% 


143'4- 86’ 
9334- 54 

127'2- 63'2 
6978- 3034 


24815. 97146 


9338 


86 


3158 


66'2 


3158 


99%4! 


165 


135'2! 


65'2 


12434 


65'2 


2201! 


7158 


49'2 


34's 


58% 


34's 


1207 


76 


57 


109 


87 


109 


121 


shown outstanding growth with no dilu 
tion of stockholders’ equity. B-1 

R. J. Reynolds: Lorgest cigarette company 
will benefit from new plant opened in 
1961. A-1 

Scott Paper: Introduction of new products, 
expansion abroad and continued growth 
of product lines will allow continuation 
of excellent record. A-1 

Sears, Roebuck Dominant position in 
mail order and retail store fields en 
hanced by ownership of fast growing 
Allstate Insurance A-1 

Singer Mfg.: World's 
machine manufacturer 
ord is succeeding in 
tions B-1 

Universal Oil Products: Leading company 
furnishing variety of services to oil in 
dustry. Stock has had o substantial ad 
vance, B-1 

Zenith Radio: Largest TV set manufacturer 
has substantial interest in other technical 
products including Phonevision system of 
pay television A-1 


largest sewing 
with cyclical rec 
upgrading opera 


6 months. 


22 for 1 split during 1961. 6_Readjusted to pre-split price. 
31% for 1 split during 1961. 7—Plus stock. 
41st fiscal quarter. 8__On old stock prior to 200% stock div. 


**_To December 7, 1961. 
N.A.—Not available. 


3—Earnings up from the lows. 
4—lower earnings trend. 
a 


RATINGS: A—Best grade. C—Speculative. 1—Improved earnings trend. 
B—Good grade. D—Unattractive. 2—Sustained earning trend. 


al 
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Selected Stocks That Declined Substantially During 1961 





Allis-Chalmers Mfg. .............. 





Aut tic Cante 


Collins Radio . 


General Dynamics ........ 


General Portland Cement 


Heyden-Newport Chem. .. 


Kaiser Aluminum & Chem. 


KLM Royal Dutch Airlines .. 


Lehigh Portland Cement 


Minneapolis Honeyw. Ren. 





Minnesota & Ontario Paper 


Packard-Bell ........ 


Reichhold Chemicals 


Reynolds Metals 


Rohm & Haas ... 


Ryder System Inc. 


Texas Instruments 





Transitron .. 


Underwood Corp. 


Universal Match 


Westinghouse Elec. ....... 


Indic. 

Ist 9 Months 1961 
Earnings Per Div. 
Share Per 


1960 1961 Share * 


$.96 $.32 $1.00 


56 41 .60* 
3.023 1.153 
42.52 43.95 


1.50 1.25 1.35 


1.20 76 .80 
93 82 .90 
1.92 97.91 

1.44 75 1.00 


2.62 2.28 2.00 


1.83 1.03 1.60 


61 494.73 
64 001 .502 
94 88 50 


15.01 12.47 3.007 


90 4.26 
2.91 1.77 - 
241 .03! 
44.10 42.59 
1.08 58 452 
1.71 67 1.20 


Price Range 
1961 ** 


High Low 





Market 
Price 


12/31/60 12/7/61 1/1/61 1/1/61 


29\2- 19 


4558- 29% 


5058- 29 


45\2- 25 


42\2- 282 


28%- 18% 


49\2- 29% 


27%- 15 


33'2- 21% 


17034-12612 


34%%- 2434 


26%8- 12% 


19 


- 14% 


56¥4- 35% 


670 


-500 


22\2- 125% 


206%4- 95 


42%2- 1634 


6512- 3434 


62 


- 2712 


- 37% 


24% 


37% 


4612 


3834 


39 


23% 


4052 


2558 


2734 


143 


31% 


22% 


20 


4634 


619 


23 


180% 


3618 


47'2 


6234 


49% 


No. of Percent- 


Points age 
Decrease Decline 
Price Since Since 


1934 5% 
29% 8% 
3452 11% 
26" 1212 
30 9 
18% 558 
3134 8% 
16 956 
21'2 6" 
129% 1334 
25% 6'2 
13 9% 
1578 4\ 
3812 8% 
53512 8312 
1412 812 
10834 712 
18% 18 
37% 10% 
29% 3312 
377% 11% 


20 


22 


25 


31 


25 


23 


21 


37 


22 


20 


43 


20 


17 


37 


39 


50 


21 


53 


23 


Comment and Rating 


Allis-Chalmers: Cyclical nature of capital 
goods industry is reflected in erratic earn- 
ings of this farm fachinery and electrical 
equipment manufacturer. B-4 
Automatic Canteen: Largest unit in auto- 
matic vending industry. Stock sells at 
high ratio of earnings despite sharp 
drop. C-4 

Collins Radio: Company is endeavoring 
to broaden its sales base but U. S. Gov- 
ernment still accounts for about 75% 
of volume. 

General Dynamics: Earnings have been 
in a downtrend since 1957; early re- 
versal unlikely. B-4 

General Portland Cement: Sales and earn- 
ings, which have suffered from lower 
construction activity, should improve next 
yeor. B-2 

Heyden-Newport Chemical: Sales have 
declined because of lower prices and 
customers’ inventory cutbacks. Earnings 
will be down but should recover in 
time. C-4 

Kaiser Aluminum & Chemical: Early re- 
covery from the price weakness stem- 
ming from overcapacity in the aluminum 
industry is unlikely. C-4 

KLM Royal Dutch Airlines: Intense com- 
petition resulting in reduced passenger 
volume together with rising costs will 
bring a large deficit this year. C-4 
Lehigh Portland Cement: Despite improved 
interim earnings trend, stock is near 
low for year. Any pick-up in construc- 
tion should aid company. B-1 
Minneapolis-Honeywell Regulator: Dom 
inant position in automatic controls, but 
increased competition and lower-mar 
gined defense business have restricted 
recent earnings. A-2 

Minnesota & Ontario Paper: Lower sales 
and rising expenses have cut earnings. 
Improvement in 1962 is likely. B-2 
Packard-Bell: Lower sales and special 
development expenses resulted in large 
deficit in fiscal 1961. Some recovery 
possible next year. C-4 

Reichhold Chemicals: Sales will be up 
this year but higher raw material costs 
and startup expenses will limit earnings 
Reynolds Metals: Intense competition and 
price cuts will bring lower earnings this 
year. B-4 

Rohm & Haas: Price weakness is reduc- 
ing current sales and earnings but 
normal growth should be resumed in 
time. A- 

Ryder System: Higher expenses and in- 
terest charges have cut into earnings 
of this large common carrier and truck 
leasing firm. C-4 

Texas Instruments: Lower earnings stem- 
ming from increased competition have 
brought sharp drop in share prices. 
Early recovery unlikely. B-4 

Transitron Electronic: Competition and 
lower prices have brought a temporary 
halt to company’s earning growth. Re- 
covery could be some time off. B-4 
Underwood Corp. Future results will 
depend on the efforts of Olivetti, which 
holds controlling interest, to return com- 
pany to profitable footing. C-4 
Universal Match: Increased competition 
in some lines and very rapid pace of 
acquisitions have brought setback in 
earnings. 

Westinghouse Electric: Lower earnings 
and uncertainties stemming from anti- 
trust decision have contributed to stock 
price decline. Earnings should be better 
in 1962. A-2 





*—Based on latest dividend rate. 


**—_To December 7, 1961. 
d—Deficit. 


1 Quarter ending Sept. 31, 1961. 
2_Plus stock. 
3—Year ended July 31. 








RATINGS: A—Best grade. 
B—Good grade. 
C—Speculative. 
D—Unattractive. 


400 


1—Improved earnings trend. 
2—Sustained earnings trend. 


3—£arnings up from the lows. 


4—Lower earnings trend. 
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colorings together with strong demand for its two 
synthetic oral penicillins brought a good lift in Bris- 
tol-Myers’ earnings. Introduction of Excedrin, a new 
analgesic stronger than aspirin, and the company’s 
firm foothold in fast growing foreign markets also 
appealed to the investing public. 

American Home Products, which is also enlarging 
its position in the European market, rose in price 
with the news that it had applied for a license to 
manufacture Sabin orol polio vaccine and was intro- 
lucing Spartase, a new ethical drug for fatigue. 

In the tobacco group, American and R. J. Reynolds 
wroke into new high ground, American possibly as 
he result of capturing first place in cigarette sales 
vith Pall Mall and because of indications that it 
inally has a successful filter tip cigarette in Tarey- 
on. Reynolds received belated recognition for its 
uutstanding long term record of sales, earnings and 
lividend growth. With the start-up of the most 
nodern cigarette factory in the world this year, 
‘urther gains for the company seem in prospect. 

Among the retailers Federated Department Stores, 
rreat Atlantic & Pacific Tea and Sears, Roebuck 
lid very well, while E. J. Korvette, the leading dis- 
‘count merchant, advanced spectacularly, quadrupling 
n price from its low to its high for the year. Fed- 
rated continues to maintain its reputation as one 
f the best-run retail establishments of any type, 
while A & P drew investor interest with announce- 
ments of the limited use of trading stamps and of 
plans to test the operation of various types of non- 
food merchandising. Sears’ earnings, aided by fast 
growing Allstate Insurance, gave evidence of renew- 
ing their upward climb after a year of stability. 
Korvette common, backed by an excellent record, 
benefited from the advance of discount houses to 
the front rank in investor thinking among the cur- 
rent “glamour” industries. 

Financial institutions came into investment esteem, 
including Commercial Credit which benefited from 
lower interest rates on borrowed funds. Investors 
also favored Walter E. Heller & Co., which does a 
sizable lending business at high interest with com- 
panies unable to obtain bank credit. An unbroken 
string of earnings gains dating back more than ten 
years appeared to be a good recommendation. 

Although the stock has backed off somewhat, re- 
cently, Celanese made an all-time high this year as 
investors became aware of the very considerable 
changes that have taken place in its product mix. 
With chemicals, plastics and polymer sales repre- 
senting a steadily growing portion of the company’s 
total volume, the market seemed willing to place a 
higher value on current earnings than it did a short 
time ago when Celanese was considered just another 
textile company. 

Crown Cork & Seal is another issue that rose on 
excellent earnings together with recognition that 
the changes instituted by a new management a few 
years ago were bearing fruit. The merger of Crown 
Cork International will increase earnings further. 

Among the blue chips du Pont, Ford, Gillette and 
Scott Paper scored notable gains during the year. 
Each of these companies may show further earn- 
ings improvement next year. 

Amerada had a sharp runup toward the end of 
1961 on merger rumors which have been denied. 
The-soon-to-be completed pipeline in Libya will en- 
able the company to obtain some revenue from its 
considerable reserves in Africa. 
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Singer Manufacturing, the world’s largest sewing 
machine producer, and W. R. Grace, a diversified 
company improving its position in chemicals, both 
performed well during the year. While otherwise dis- 
similar, both are in a period of transition, with man- 
agements vigorously pushing program that are 
increasing profitability of operations. General Tire 
& Rubber is another diversified company that was 
able to show improvement, in good measure owing 
to more favorable results for its Aerojet-General 
subsidiary. 

There were many other stocks that proved re- 
warding holdings this year. Among them Universal 
Oil Products, Certain-teed Products and Zenith Radio 
more than doubled in price on the strength of ris- 
ing earnings and the prospect of further gains 
ahead. 

With the exception of the few adventuresome 
traders who may have sold short, there is a long 
list of stocks that did nothing to arouse investors’ 
spirits this year. The tabulation of declining stocks 
on page 400 is far from complete, but lists some of 
the stocks with steep declines. It will be noted that 
many of these issues fell within the electronics and 
controls industries. Collins Radio, Minneapolis- 
Honeywell Regulator, Packard-Bell, Texas Instru- 
ments, Transitron and Westinghouse Electric all 
fell from investment favor. As the cause of these 
declines was covered in a comprehensive article ap- 
pearing in the December 16th issue, it will not be 
necessary to repeat the reasons here. 

General Dynamics, heavily dependent on govern- 
ment contracts, has incurred substantial develop- 
ment expenses in connection with its commercial jet 
aircraft program resulting in a large deficit in the 
first 9 months of this year. Full vear earnings are 
not likely to be in the black. This fact, combined 
with a loan agreement that precludes the payment 
of dividends during the next two years, brought a 
sharp drop in the price of the common. 

The automatic vending industry that not long ago 
gave promise of growing indefinitely is now ex- 
periencing a sharp setback. Prices of the leading 
stocks in this group were bid up to the point where 
lower earnings sent holders running for cover. 
Despite declines that have about halved share prices, 
issues such as Automatic Canteen and Universal 
Match still sell at very generous multiples of current 
and prospective near term earnings. 

The slump in construction activity cut into vol- 
ume and earnings of Lehigh Portland Cement and 
General Portland Cement. Higher labor and raw 
material costs have compounded these company 
difficulties. Both, however, should show recovery as 
construction revives. 

Allis-Chalmers, together with Westinghouse Elec- 
tric, General Electric and 26 other companies, 
pleaded guilty to violation of the anti-trust laws in 
February, 1961. A number of customers have since 
brought suits for damages in substantial amounts. 
While no decisions on these suits may be expected 
for some time, they tend to cloud the outlook for 
these companies, particularly in view of their gen- 
erally unfavorable earnings trend. 

Reynolds Metals and Kaiser Aluminum & Chemi- 
cal are both selling near their lows for the year 
Operations have felt the effect of aluminum over- 
capacity with consequent price weakness, which re- 
sulted in a reduction in (Please turn to page 421) 
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The Paradox in 
Price of Shares Between 


COLGATE-PALMOLIVE 
and 
PROCTER & GAMBLE 


—— A Sophisticated Analysis 





























By EDWARD R. HEATH 


HE proper use of statistics in securities analysis 
is vital toward making an investment decision— 
but, what happens when we run into two leading 
companies in a major industry, with nearly identical 
current statistics, but with prices 40 points apart. 
A paradox ?—perhaps, but not in the stock market. 
Procter & Gamble and Colgate-Palmolive, the na- 
tion’s two leading soap and detergent producers 
look a lot alike on paper but behind the scenes they 
are as different as day and night. For the calendar 
year 1960, Colgate reported earnings of $2.53 per 
share while Procter & Gamble in its June 30, 1961 
fiscal year earned $2.55. Going back to 1956, the 
comparison stood at $2.01 per share for Colgate 
and $1.53 for Procter & Gamble. As far as annual 
dividends go, they are identical—$1.40 per share 
for each stock. What’s more, both companies com- 
pete vigorously with each other in the same industry 
and rank first and second respectively in the field. 
What then are the differences ?—well, let’s look be- 
hind the figures. 

Soaps, detergents and other household items 
as a whole are perhaps one of the most stable 
consumer products, second only to food. On the 
other hand, like tobaccos, these consumer items 
are widely advertised and intensely competi- 
tive. Consequently, the establishment of a 








brand name is vitally important—and the fortunes - 7 < Ve in 
of any single brand are subject to the whims of a a \ AS 4- 
somewhat fickle consumer. In the case of the two - | \\Mdayay) k 
leading soap companies, each produces a variety of ‘e bP ; coal a “4 ( 
XO 






well-advertised products and neither shows the 
slightest risk of corporate instability, should a sin- 
gle brand go bad. As a result we can qualify both 


Ey (4 ) 
ie - , 
as sound companies; product-wise, with one excep- tess pu.* 
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‘red is 75¢ for every dollar | Hi , Ht 
_. ) «f sales. T T nt ' $0 
3 ull i ha cE 
P_& G's Demestic Operations tga i hea 
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nd food products with only 
minor proportion of its sales abroad. Among its result, Crest’s sales have been cutting into the tooth- 
~ading brand names are the familiar household paste market. In the case of Mr. Clean, Procter & 
vords, Ivory, Mr. Clean, Comet, Tide, Cheer, Dash Gamble recognized competition from an all-purpose 
nd a large number of others. With about $1.2 bil- liquid cléaner and immediately sponsored its own 
ion in domestic sales, Procter & Gamble has con- when the market was opened. Because of its impor- 
entrated its efforts on maintaining its leading tant position, Procter & Gamble, although late in 
sition profitably. Consequently, the company takes the field, rose to dominance rapidly, with the largest 
lown about 14% pre-tax on sales. selling product. Such performance will continue to 
To maintain its healthy position, Procter & Gam- spur further advances for this outstanding company 
le has been most aggressive in promoting new in the future. 
yrands and new products. Although Ivory Soap is 
perhaps one of the oldest established names, almost 
70% of sales now come from products introduced In domestic business alone, Colgate is less than 
since World — II. In = P & G has been one-fifth the total size of Procter & Gamble but 
seeking growt in relatec 
ields. Thus, although soaps oo PROCTER & GAMBL E 


Colgate in the Domestic Market 



























































ind detergents continue to = i | | | 
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gressive advertising. As a Note: Earnings are from July 1 to June 30 of following year. * Ist quarter ending Sept. 30, 1961 
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omens 
Balance Sheet Data 
Colgate- Procter 
Palmolive & Gamble 
Co. Co. 
9/30/61 6/30/61 
(Millions) 
Common Stock and Surplus ................ $218.5 $675.4 
Number Com. Shares outstand. (000) 8,454 41,778 
Preferred Stock (stated value) ............ $ 12.5 $ 2.2 
Sn I $ 40.6 $ 89.7 
Cash and Marketable Securities .......... $ 69.2 $297.8 
IIIS, TIE as cisacssecsctnstsnniesvinnenuieens $ 86.7 $199.5 
RS ELT TOLER $ 74.0 $ 84.3 
Current Assets . $229.9 $581.7 
RIE TID ssiscitnscsnticcceencseescnncncecsnies $ 96.4 $212.8 
Net Working Capital aa $133.5 $368.9 
Current Ratio (C.A. to C.L.) 20... 2.3 2.7 
| Net Property .... $128.1 $389.5 
SSE ae aes $378.7 $1,022.5 
Book Value Per Common Share .......... $ 25.35 $ 16.27 
I] Earaings Per Share 1960 ................... $ 2.53 $ 2.55** 
Est. Earnings Per Share 1961 $ 2.65 — 
Recent Price of Common Stock ......... 54 95 
Price Earnings Ratio ..................... , 20.3* 37.2** 
| Indicated Current Dividend ................ $ 1.40 $ 1.40 
Dividend Yield 2.5% 1.4% 
*—Based on estimated 1961 earnings. 
**._For year ended 6/30/61. 
better than a third its size on an overall basis. 


Furthermore, Colgate at home has not been nearly 
as successful. As far as brands go, Colgate competes 
fiercely with Procter & Gamble, and its Vel, Fab 
and Ajax are equally well established. In toothpaste, 
Colgate has been the undisputed leader but Crest 
has been making some inroads. On of the major 
differences is that Procter & Gamble has been ex- 
panding on an already successful base while Colgate 
is trying to improve a less well established opera- 
tion. Although it is difficult to turn a big company 
around, management’s awareness of such problems 
should result in a large number of changes and 
improvements. Consequently, it is possible for Col- 
gate to improve upon its estimated net of only 314% 
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Long-Term Income Data 
COLGATE-PALMOLIVE CO. PROCTER & GAMBLE CO.° ~ —- 
Net Net Net Net 
Net Earn. Div. Working Net Earn. Div. Capital 
Net Net Profit Per Per Capital Net Net Profit Per Per Working 
Sales Income Margin Shares* Share (mil.) Sales Income Margin Share Share (mil.) 
1961 (st 9 Months) $461.7 $16.8 3.6% $2.02 $1.40! N.A. $N.A. $33.3" N.A. $.802 $1.40! $N.A. 
1960 576.3 15.9 3.6 2.53 1.40 132.8 1,541.9 106.6 6.9% 2.55 1.30 368.9 
1959 581.9 25.2 4.3 3.10 1.35 143.5 1,441.5 98.0 6.8 2.36 1.10 317.5 
1958 534.0 21.1 3.9 2.74 1.17 134.6 1,368.5 81.7 6.0 1.98 1.00 268.6 
1957 506.9 19.3 3.9 2.60 1.08 124.8 1,295.1 73.2 5.6 1.78 .97 235.8 
1956 290.9 10.5 3.8 2.01 1.00 76.7 1,156.3 67.8 5.8 1.70 95 227.3 
1955 soln 285.5 14.0 4.9 2.25 1.00 77.5 1,038.3 59.3 5.7 1.52 87 153.8 
1954 <n 261.8 12.5 4.7 2.27 83° 76.9 965.8 57.4 5.9 1.48 86 164.7 
RE i soasistsaeneptintatavoensasciespnoienaniesiantie 257.4 12.0 4.6 2.43 673 76.0 911.0 52.3 5.7 1.35 65 147.9 
1952 245.6 10.0 4.1 2.15 67% 75.8 850.2 42.0 4.9 1.09 65 144.1 
1951 2223 6.3 2.8 1.52 673 74.2 818.0 41.7 5.1 1.08 75 152.2 
10 Year Average $3764 $14.6 3.8% $2.36 $.98 $99.2 $1,148.6 $68.0 5.8% $1.69 $.91 $218.0 
1__Indicated full year 1961 dividend 4_Consolidated for 1956 to 1961. Including 5—All figures except dividends are for fiscal 
. Ist fiscal euvarter ended Sent. 1961. unremitted foreign earnings for prior year ending June 30 of following year. 
3_Plus stock. years. 
a a RR RE A RR TT TO NNN em 


on domestic sales. Furthermore, Colgate has indi- 
cated a desire to expand horizontally by entry into 
the food products market. Penetration here through 
acquisition or internal programs could enhance the 
company’s position in the future as it has for 
Procter & Gamble in the past. 
Unlike the Situation with Procter & Gamble 

Diversification has taken Colgate into the ethical 
and proprietary drug fields. The acquisition of Lake- 
side Laboratories gave the company an experienced 
research staff for ethical drugs. Its principal prod- 
ucts for treating mental depression, anemia, and 
heart conditions are not widely distributed as yet, 
but a number of drugs are being test-marketed. 
Lakeside was acquired for its research staff rather 
than its products, some of which have been dropped 
Another wholly-owned subsidiary, S. M. Edison 
Chemical Co., produces proprietary drugs. 

Consequently, the recovery potential in Colgate 
points to the possibility that this company could 
now outperform its competitor percentagewise, if 
new steps are successful. On the other hand, Procter 
& Gamble has already proven its ability as the most 
successful company to date, and it will not stand 
still as competitors reinforce their own position. 


Where the Tables Are Turned: International Operations 


Internationally the tables are turned between 
these two giants and Colgate holds the edge in lead- 
ership abroad. What’s more, the economic and social 
changes in the free nations of the world have 
spurred greater growth than could be achieved 
domestically. 

Procter & Gamble has for many years been well 
established in Canada, England, and the Philippine 
Islands, and in recent years has set up plants in 
South America and Europe. Altogether it has plants 
in 10 foreign countries, and its products are sold in 
140 countries. In the Common Market area, the 
company has plants in France and Belgium, with 
others projected for Germany. English operations 
may be expanded. South of the border, plants are 
operated in Mexico, Peru, and Venezuela. Total net 
assets abroad amounted to $118.1 million at June 
30, 1961 and foreign earnings, which are fully con- 
solidated, amounted to (Please turn to page 416) 
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N the recent past, and particularly this year, a 
phenomenal number of closely-held private com- 

panies have invited the public to become part owners 
in their business. Among the various reasons, one 
is undoubtedly a desire to salt down some profits on 
their capital investment of many years standing— 
another, to avoid the uncertainties that loom ahead 
in the light of world conditions, as well as various 
considerations of one kind or another. 

Many such companies have been traded in over- 
the-counter or on regional markets for some time, 
and a number have now grown to the point where 
they have become eligible for listing on the New 
York Stock Exchange. 

Thus 1961 has been another boom year for new 
listings on the “Big Board” with some 53 new 
names added so far this year. Generally speaking, 
these are companies that are on the way up, in the 
process of emerging from small firms of local stat- 
ure into national organizations of greater prestige. 
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Weighing the Potentials for the 


M 1961 NEWCOMERS 
A TO THE BIG BOARD 


By EDWIN CAREY 




















A number of the newcomers are clearly in a strong 
growth phase, have ambitious managements, and 
have fast achieved the qualifications needed for 
New York Stock Exchange listing. For this reason 
alone these corporations are beginning to command 
special interest on the part of investors. 

The investor also stands to benefit from the 
rreatly improved marketability given to a com- 
pany’s stock through listing versus mere over-the 
counter trading. Very often the wide range between 
the over-the-counter bid and asked prices leaves the 
investor in the dark as to how much his stock will 
bring at a given time. The over-the-counter “pink 
sheets” put out by the National Quotation Service 
state that the quoted bid and asked prices are n 
more than a general indication. Sometimes the 
range between bid and ask is 10% or more of the 
stated bid price; a purchase order may actually be 
executed at higher than the listed asked price and a 
sell order at lower than the bid price. This result 
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ee ae eens 
Air Products & Chemical .................. 


American Meter Co. ..............6....00066 


I sistiencccinisntneserveinneiavonn 
Arizona Public Service Co. ............... 


I Ge I FRID  cocccececececscsccccesias 
Baxter Laboratories . 

Bobbie Brooks, Inc. ..... 

I GI cciicecrencesserccvens 

Ceco Steel Products . 

Cenco Instruments .................. 
Continental Air Lines, Inc. 

Duke Power Co. 

Electric Bond & Share ... 

Eurofund, Inc. 

Factor (Max) & Co. Class “A” ....... 
Fairchild Camera & Instrument . 
Financial Federation Inc. 

Florida East Coast. Rwy. pivseiniee 
Foxboro Co. ...........00: 

Fram Corp. ........ 

re eae oe een er ; 
Ginn & Co. .... 

Green Shoe Mfg. Co. ........... 

SN IIIIID TEI | iniscnisansntnsnnciannninanionsn 


Harcourt, Brace & World, Inc. .......... 


N.A.—-Not available. 
*_Based on latest dividend rate. 
d- -Deficit. 


RATINGS: A—Best grade. 
B—Good grade. 








American Research & Development . 


New 1961 Listings on the N. Y. Stock Exchange 


(table 


Rating 


. Cl 


. A-l 


. B-2 


B-2 


B-2 


B-1 


B-2 


B-4 


B-2 


B-1 


B-1 


C-2 


B-2 


B-2 


B-1 


C-2 


C—Speculative. 
D—-Unattractive. 


Net Earnings 


Per Share 
1959 1960 
$ 86! $ .81! 
1.60! 2.46! 
4.97 4.39 
1.80 1.21 

2.18 

.% 1.03 

70! 78! 
1.42 1.51 
1.25 1.47 

84 1.11 
2.51 1.82 
1.13 1.39 

93 93 
2.16 2.20 
1.43 1.20 

.09 21 
1.08 1.17 
1.00 1.54 
2.83 4.07 
1.74 1.83 
1.25 1.75 
2.15 2.13 
1.15 1.61 

82 83 
1.53 1.52 

456 758 
1.02 1.08 


3 


continued on 


Ist 9 Months 
Earnings Per 
Share 
1960 1961 
N.A. N.A. 
N.A. N.A. 
3.35 2.82 
N.A. WW 
1.59 1.98 
83 -93 
N.A. N.A. 
1.34 1.20 
434 484 
.90 .90 
1.07 1.59 
825 85° 
79 32 
1.63 1.55 
92 77 
21 15 
76 86 
1.20 1.21 
3.02 4.14 
d d 
1.33 1.40 
1.83 1.88 
1.12 99 
1.09 1.27 
1.17 1.19 
N.A. N.A. 
N.A. 74 
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Indic. 
1961 


Div. Per Recent 
Share * Price 


ALSIDE, INC.: Building new plant to produce alu- 


$ .55 


.207 


2.00 


55 


72 


40° 


.27 


.60 


.60 


1.20 


.40 


1.60 


1.20 


5 


60" 


50 


5% Stk. 


70 


1.10 


40° 


48 


50 


Years ended 9/30/1960 & 1961. 
Plus stock. 
2\2 for 1 stock split payable 11/10/61. 


1—Improved earnings trend. 
2—-Sustained earnings trend. 
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39 
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59 
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69 


32 


44 


71 


130 


69 


35 


58 


29 


35 


25 


42 


BAXTER LABORATORIES: Foreign volume continues 
BOBBIE BROOKS: Producer of fashion ond sports 
BURNDY: Leading producer of electrical solderiss 


CECO STEEL PRODUCTS: Leading producer of rein 
forced concrete forms. 


CENCO INSTRUMENTS: Producer of scientific instru- 
ments for laboratory use 


CONTINENTAL AIR LINES: Recently awarded Hous- 
ton to los Angeles route via Tucson and Phoenix. 


DUKE POWER: Utility in Corolina area recently sold 
3.5% more stock which will hold per share earnings 
to last year’s. 

ELECTRIC BOND & SHARE: Registered investment 
company becoming an operating company. 


EUROFUND: Closed-end investment company for 
capital growth abroad. 


FACTOR, MAX: General line of cosmetics. Foreign 
production by royalty agreement. 


FAIRCHILD CAMERA: Merger with Allen B. Du Mont 
Laboratories provides tax loss carry forward 


FINANCIAL FEDERATION: Fourth largest savings and 
loan holding company. Operates 23 offices in nine 
California cities. 

FLORIDA EAST COAST RAILWAY: Florida railway 
terminating receivership in effect since 1931 


FOXBORO: Liberally appraised on possible ‘61 
earnings of $2.00. Expanding abroad. 


FRAM CORP.: Replacement market important to sale 
of filters for cors and trucks. 


FRIDEN: Producer of calculating machines, automatic 
writing machines, tape composing machines and 
other office machines. 

GINN & CO.; About 70% of sales from elementary 
school textbooks. 


GREEN SHOE MFG.: Largest shoe producer concen- 
trating only on children’s shoes. 


HALLICRAFTERS: Producer of various military elec- 
tronics and radio transmitting and receiving equip- 
ment. 


HARCOURT, BRACE: Leading producer of high school, 
college and trade textbooks. 


4__1s¢ fiscal quarter ended July 31. 
56 months ended Oct. 31. 
6_Year ended August 31. 


Comments 


minum houses. 


AIR PRODUCTS & CHEMICAL: Sells or leases equip- 
ment for generating various gases. 


AMERICAN METER: Producer of water and gas 
meters. Has record of moderate growth 


AMERICAN RESEARCH & DEVELOP.: Venture capital 
investing in young companies. 

APCO OIL CORP.: Operates mid-continental pipeline, 
marketing and refining properties, which were 
recently from Anderson-Prichard Oil Corp. 
ARIZONA PUBLIC SERVICE: Electric-gas_ utility 
operating in promising region. 


BAKER OIL TOOLS: Produces broad line of spe- 
cialized oil tools and equipment. 
rapid growth for drug producer. 


clothes for teen-age girls and young women. 


connectors. 


3—Earnings up from the lows. 

















4—Lower earnings trend. 
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stems largely from the fact that the over-the- 
counter dealer inventories stocks just as a retailer 
would shoes, and the price he is willing to pay de- 
pends simply upon how eager he is at the time to 
make a deal. Sometimes if he thinks a stock is 
“hot” the dealer may buy for his own account and 
not offer any for sale—or set the asking price well 
ibove the last sale. The requirements for maintain- 
ing a market are much more strict on the New York 
Stock Exchange, where buyers and sellers are actu- 
illy brought together in a free auction market. In 
iddition the NYSE posts rigid requirements regard- 
ng maintenance of proper working capital, equity 
hind each share, and a minimum number of share- 
iolders or shares traded, as well as requiring com- 
yanies to report interim earnings, and to reveal the 
tockholdings of officers and directors as well as 
nsider purchases and sales of stock. 

This year’s new listings again take in a wide 
‘ange of industries including three publishing com- 
yanies, three cosmetics companies, two savings and 
oan holding companies, and three natural gas 
‘companies. The following commentary briefly de- 
scribes some of the more interesting “arrivals,” and 
ye ef them in some detail. 

Three Publishing Companies Stress the Text Book Market 

Ginn & Company (29). One of the largest pro- 
lucers of text books, this company stands to benefit 
particularly from the increase in school age popu- 
lation. In 1960, 69.8% of sales were derived from 
elementary schools, 24.4% from high schools, and 
5.8% from colleges. In addition the company just 
announced that it will acquire Personnel Press of 
Princeton, N. J., thereby entering the educational 
testing field. Ginn is usually ranked as the second 
largest factor in the elementary school text book 
market and third in the secondary school field. The 
Ginn Basic Readers are the most important ele- 
mentary school series, and still account for about 
25% of total sales. Foreign sales amount to about 
12% of total volume. In July the company signed 
a 4 to 8-year contract with the State of California 
to supply text books and this year will receive orders 
amounting to some $3.1 million from this source. 
The stock sells at a not unreasonable multiple of 23 
times this year’s expected earnings of $1.25 per 
share (vs. 83¢ last year). 

Harcourt Brace (42), merged with World Pub- 
lishing in December, 1960, to become another of the 
leading text book publishers. School text books— 
both elementary and secondary—accounted for 
61.9% of 1960 volume, adjusted to include merger 
of World; college text books for 15.1%; achieve- 
ment and aptitude tests, 10.9%; and trade books 
including fiction, 12.1%. (Among the advantages to 
stockholders of public offerings and listing require- 
ments in some publishing situations has been the 
first public sales breakdown, information formerly 
regarded as a closely held family secret.) Earnings 
for Harcourt in 1961 are expected to show a modest 
increase over last year’s $1.08 per share despite 
some increases in the cost of publishing. The com- 
pany’s sound trade position should enable it to par- 
ticipate in the growth of text books over the years 
ahead even with the added competition that is com- 
ing into this picture. 

Random House (28) ranks as the fourth largest 
publisher in terms of titles and has a sound position 
in text books, especially beginning readers, as well 
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as high school and college books. For years the 
company has been esteemed for its Modern Library. 
Acquisitions have also brought the company into 
the area of general trade books and paperback 
Here is a company considered to be a growth situa- 
tion, but not cheap in terms of last years’ earnings 
of $1.12. Unless teaching machines take over the 
entire learning process, a future of continued 
growth seems well assured for text book publishers. 
At the moment no one expects teaching machines 
to replace text books any more than they will dis- 
place teachers, but a number of text book publishers 
are intrigued by the idea. Grolier is the only one 
that is actually producing machines in any quantity. 
Three Cosmetics Producers 

Max Factor (44). Sales and earnings have risen 
sharply over the last five years with aggressive 
merchandising and the general increase in the use 
of cosmetics. Management looks for another sales 
increase in 1961 of about 10%, but higher promo- 
tional expenses will keep share earnings at about 
the 1960 level of $1.17 on the new stock. 

Helene Curtis (48) is the largest supplier of hair- 
care cosmetics, a major producer of toiletries, and 
a leading distiller of perfume. As a move to increase 
distribution the company is emphasizing food chains 
and house-to-house selling. Through acquisitions it 
has also entered the field of home repair products. 
Profits have risen sharply for two years, and 
management expects earnings for the year ended 
February 28, 1962, to top last vear’s $1.58 by a 
comfortable margin. The stock is not cheap, how- 
ever, and the market for perfumes is likely to be- 
come increasingly competitive. Management must 
agree, as the moves toward diversification suggest. 

Lanvin-Parfums (35). Known for the slogan 
“Promise her anything—but give her Arpege,” Lan- 
vin has made Arpege, along with My Sin, one of 
the best selling imported perfumes. These two 
brands account for 90% of total volume. Liberally 
priced, the stock has had a fine record of earnings 
growth behind it. Net per share has increased from 
31¢ in 1956 to 84¢ in 1960. 

Two Contrasting Price-Earnings Multiples 


Air Products (83). In terms of sales this in- 
triguingly named company has been a growth en- 
terprise in the real sense, sales having increased 
from $9.1 million in 1955 to nearly $50 million this 
year. However, higher costs leveled earnings off 
after reaching a peak of $1.69 per share in 1957. 
Progress was resumed this year when the company 
nearly equalled this record in the first nine months 
alone and recently published earnings for the fiscal 
year ending Sept. 30, 1961 were at a new record 
of $2.46 per share. Priced as a growth situation at 
around 33 times earnings, this company sells or 
leases machinery to produce oxygen and other gases. 
It employs cryogenic techniques for both industrial 
and medical gases and serves both the Atomic 
Energy Commission and the missile program as 
well as providing commercial services to the oxygen 
process in the steel and other industries. 

But not all of the new listings have high price- 
earnings ratios. Leonard Refineries (11) sel's at 
about 8 times last year’s earnings of $1.37, and it 
yields in excess of 5% (Please turn to page 418) 


Additional table on page 419 
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Savings and Loan Associations 


In recent weeks shares of sav- 
ings and loan associations have 
attracted an unusual amount of 
interest. In recognition of their 
outstanding records of continual 
and rapid earnings growth (in 
some instances averaging as much 
as 40° per annum) the 8 & L’s 
had experienced one of the most 
dynamic upward movements of 
any industry group throughout 
the first eleven months of 1961. 
Renewed talk of the likelihood of 
Federal income taxes being im- 
posed upon the earnings of these 
concerns, coupled with an _ in- 
crease in the maximum rate of 
interest permitted to be paid on 


savings and time deposits by 
commercial banks from 3% to 


4%, resulted in a sharp sell-off 
of savings and loan shares three 
weeks ago. Except for a_ brief 
rally, extending over only three 
trading days, this pressure has 
more or less persisted. Wall Street 
observers are currently express- 
ing a wide divergence of opinion 
as to the industry’s future earn- 
ings prospects within the frame- 
work of these adverse recent 
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ror PROFIT ann INCOME 


developments. 

Most industry analysts have 
reduced their working estimates 
of probable future earnings of 
leading savings and loan associa- 
tions, but there is little uniform- 
ity of opinion as to the degree 
profit projections should be re- 
vised downward. It would appear 
that industry profit margins will 
be squeezed from both ends— 
revenues will decline relative to 
deposits while expenses are ex- 
pected to increase. As commercial 
banks will most likely enter the 
mortgage market more aggres- 
sively in order to support a 








higher level of interest payments, 
high yielding paper such as con- 
struction and development loans 
will be in greater demand, caus- 
ing a lowering of the effective 
return on the loan portfolios of 
the savings and loan associations. 
At the same time, interest pay- 
ments to depositors will no doubt 
be increased in order to at least 
partially maintain the spread 
which formerly existed between 
the return available to savers 
from commercial banks and the 
rate paid by the savings and 
loans, so that the S & L’s can 
continue to attract new deposits. 





Alco Products Suaidaeaoe 
Pacific Gas & Electric ............ 
North American Coal 


Foxboro Co. ea llaaesendidd snisaeieaania 
Pan Amer. World Airways ..........cccccccccccsseeeee 
United Carbon Co. stasiaisaescaidectasdiennaieeaabeacinendiond 
a |  » eeeeers 
United Aircraft Corp. 
| Chadbourn Gotham . shiitake 
Coca-Cola Bottling of No Yo o..ccccccccccccsseeseeeees 





INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1961 1960 

9 mos. Sept. 30 $1.11 $ .37 
12 mos. Seot. 30 4.35 4.07 
9 mos. Sent. 30 53 41 
9 mos. Sept. 30 1.40 1.25 
Quar. Sept. 30 1.71 75 
Quar. Sept. 30 1.43 1.02 
Quar. Sept. 30 1.77 .09 
Quar. Sept. 30 38 07 
. 12 weeks Oct. 21 37 29 
Quar. Sept. 30 -63 47 
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Margins would be further re- 
duced by the imposition of a Fed- 
eral income tax on S & L profits 
which some believe Congress will 
levy early next year. 

Thus, the near term outlook for 
the group would appear to be 
none too healthy, and a year or 
so may be required to digest 
these changes and establish a new 
base from which to gage future 
earnings growth. Once this lower 
base has been established, the 
vroup might once again represent 
vood long-term investment vehi- 
cles, as there have been few in- 
dustry indices moving ahead as 
rapidly as S & L deposits. For 
the interim, however, it is advis- 
able that funds currently invested 
in saving and loan issues be 
shifted to equities of industries 
vith more clearly defined near 
and intermediate term earnings 
prospects. 


Commercial Factoring 
Vulnerable Too 


Just as savings and loan profits 
will no doubt suffer as a result 
of more aggressive loan policies 
on the part of commercial banks 
n order to offset the rise in the 
rate of interest paid on time and 
savings deposits, so too will com- 
mercial factoring be adversely 
affected by this development. 
While such concerns as Mill Fac- 
tors and Inland Credit (both 
listed on the American Stock Ex- 
change) have displayed excellent 
records of growth in recent years, 
this has resulted primarily from 
their willingness to make loans 
at relatively high rates of inter- 
est to individuals and companies 
unable to secure credit from com- 
mercial banks due to the higher 
than normal degree of risk in- 
volved. It would appear that loan 
standards of commercial banks 
may slacken somewhat as they 
attempt to raise their rate of 
return and this may reduce the 


demand for money from factors. 
Accordingly, some slowing down 
of future growth is envisioned for 
factoring concerns, and sale of 
their shares also appears advisa- 
ble at this time. 


Discount Stores 


With the success to date of 
Korvette and other retail discount 
leaders, well-known and widely 
discussed in financial circles, dis- 
count stores have joined the ranks 
of so-called growth issues, to be- 
come one of Wall Street’s current 
“hot” industry groups. While 
past results of most discount re- 
tailers lend valid support to this 
enthusiasm, multipliers accorded 
their earnings have tended to rise, 
and if a reversal of established 
profit patterns should occur, the 
resultant modification of the rate 
at which investors are willing to 
capitalize their earnings could be 
as severe as was the recent ex- 
perience with electronic shares, 
and with aluminum stocks sev- 
eral years ago. 

Giant Foods, listed on the Amer- 
ican Stock Exchange, represents 
an interesting vehicle for partici- 
pating in the low overhead, self- 
service retailing revolution. The 
company has a good growth 
base, operatings as Washing- 
ton, D. C.,’s leading independent 
grocery chain. Since 1936, when 
its first grocery store was opened, 
Giant Foods has experienced con- 
tinual expansion and today ac- 
counts for about 25% of all 
supermarket sales in Greater 
Washington. Revenues for the 
vear ended April 30, 1961 totaled 
$147 million, up from $132 mil- 
lion the prior year, while per 
share earnings climbed to $1.47 
from $1.08. Interim data for the 
current fiscal year show sales 
and earnings both about 7% 
ahead of a year ago. 

In 1958 Giant expanded the 
scope of its operations to include 











DECREASES SHOWN IN RECENT EARNINGS REPORTS 





1961 1960 
Chicago Pneumatic Tool ..............ccccccceseeeseees . 11 mos. Nov. 30 $1.90 $1.43 
Great Northern Rwy. ................ - 10 mos. Oct. 31 2.33 2.80 
I ii ceccraatnemesnlonianall 9 mos. Sept. 30 4.22 5.67 
Shattuck (Frank G.) & Co. oon 9 mos. Sept. 30 06 44 
BIN, "III ss seraesesc ness ialireaddontsianesnibinebsiguineah Quar. Sept. 30 19 34 
SII SEI MEIIIUDD: ccssatonsesienisiicseaniniasbnieninennigtncs 9 mos. Sept. 30 .%6 1.26 
Se ITED UII csincieininigssiscutineniieliashaceatshintinientitiais Quar. Sept. 30 02 49 
Beware Metals Ca II. .nn..1.c.ccsnceccsessseoccessensesses 9 mos. Sept. 30 58 1.08 
RINE (IIIS. scasesiiahaiasnenasaneaiiatiiiatienintiinti 9 mos. Sept. 30 1.30 1.75 | 
RY III. us cscsssaiiceiieiaiibeiainiinamisemedsii Quar. Sept. 30 35 1.97 
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general merchandise, and in No- 
vember 1961 opened the first of 
its 100,000 square foot shopping 
centers. Completely owned and 
operated by the company, these 
units support such diverse activi- 
ties as supermarkets, bowling al- 
leys, restaurants, beauty salons, 
auto supply outlets, and drug, 
hardware and apparel stores, all 
under a single roof. Initial con- 
sumer acceptance has been grati- 
fying, and with twelve “Super 
Giants” scheduled to be opened 
during the next three years, reve- 
nues from this source are ex- 
pected to accumulate rapidly. 
Currently selling at 36, or a little 
over 20 times this vear’s es- 
timated earnings, Giant Foods 
represents an unusual potential 
play in both a rapidly expanding 
regional grocery chain and an 
imaginative new entry in the 
discount store field. 


Cancer Removed 


Throughout most of the 1950’s 
Columbia Broadcasting compiled 
an enviable record of growth, 
matched by few other comparable 
issues. Having successfully bat- 
tled R.C.A. for co-leadership in 
broadcasting during the post- 
World War II era, C.B.S. then 
decided to compete with the giant 
Radio Corporation in its strongest 
area — electrical and _ electronic 
equipment and appliances. The 
result was a slowing down of 
Columbia’s growth as mounting 
electronic losses detracted more 
and more from the increasing 
earnings being generated by the 
company’s traditional radio, tele- 
vision and phonograph record 
activities. 

The more C.B.S. lost from this 
new venture, the greater became 
the amount of additional funds 
which were poured into it in an 
effort to bring it to a state of 
profitability. In 1959 the weight 
of this burden became too much, 
and that year the company re- 
ported per share earnings of 
$3.01, the same as the prior year. 
This marked the first time in a 
decade that the company’s earn- 
ings did not show a year to year 
improvement. In 1960 results 
were worse, with profits dropping 
to $2.69 per share. Early 1961 
witnessed a continuation of this 
trend with figures for the first 
six months revealing earnings of 
$1.09 per share, down from $1.51 
a year earlier. Finally, manage- 


(Please turn to page 420) 
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THE BUSINESS FORECASTER OF PRODUCTIVE ACTIVITY 
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* Latest figures are preliminary. 


W in the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook — the right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes directions up or down a corresponding change in our 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. 
When particularly favorable indications cause a rise that 
exceeds plus 3 for 2 period of time, a sustained advance in 
general business is to be expected. On the other hand, penetra- 
tion of minus 3 on the down side usually indicates that an 
important contraction is in the making. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


The components of the Trend Forecaster still have 
failed to break out of their rut of recent months. 
In the latest period for which data are available, 
three of the indicators were higher, four were lower 
and one was little changed. The advancing indica- 
tors included new orders for durable goods, hours 
worked, and raw industrial commodity prices. Mov- 
ing down in the latest month were housing starts, 
which have a record of irregularity; nonresidential 
construction contracts; new incorporations and lia- 
bilities of business failures inverted (data for the 
last two came in too late for inclusion in our chart). 
Our stock price index has shown little change thus 
far in December. 

Recent changes in the components of the Fore- 
caster have not been large enough, thus far, to 
seriously affec tthe intermediate trend. As a result, 
the Relative Strength Measure has remained in a 
narrow range in recent months and is still a little 
above the plus level. At this point it is signalling 
further gradual business improvement but no boom. 
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CONCLUSIONS IN BRIEF 


PRODUCTION—Overall industrial output continues to 
advance slowly, with steel production still leading the 
way. Auto assemblies remain at high levels and most 
industries are experiencing moderate gains in activity. 
leok for gradual advance in production in the early 
months of next year. 


Tk ADE—Consumer spending (seasonally adjusted) has 
leveled off in recent weeks, after the sensational ad- 
vences of October and November. Gains from here on 
w Il be more moderate, but high level of incomes and 
lic. uid assets virtually assure further rise in demand for 
scme time to come. 


MONEY & CREDIT—Bond prices have continued to give 
gound in December, although declines have been 
moderate despite increased demand for loans and in- 
dcations that the Federal Reserve will not try to hold 
down interest rates artificially. Gradual uptrend in rates 
should continue as business improvement triggers further 
expansion of borrowing 


COMMODITIES—Price firmness more evident in recent 
weeks, with both raw industrial materials and general 
wholesale prices showing improvement. Further gains 
cppear to lie ahead, in view of rising money supply and 
uptrend in business. 











MONEY AND BANK CREDIT 
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“Demand deposits of all bonks plus currency outside the bonks 
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A’ 1961 comes to a close, the economy is ending 
with a strong upbeat, as the forces of recovery 
combine with short term stimulants to give a fillip 
to business activity. The basic uptrend is receiving 
temporary impetus at present from such develop- 
ments as pent-up demand for autos, buying of which 
had previously been retarded by the shortage of 
new models. This factor, added to strong underlying 
demand, has pushed sales to record highs. The steel 
industry is experiencing an influx of orders from 
this source as well as from the widespread building 
up of inventories as protection against a possible 
steel strike when labor contracts expire in June, 
1962. 

In these circumstances, it is not surprising to find 
that certain sectors of the economy are in a strong 
upward trend. However, business data now coming 
to hand indicate that temporary factors account for 
only a small part of the gains that have been taking 
place. Underlying strength must be widespread to 
explain the broad improvement that had occurred 
even before the recent spurt in steel activity had 
begun. For instance, personal income has been rising 
sharply in recent months and was up by $3.8 billion 
in November at annual rates, on top of a $4.1 billion 
advance in October. The concomitant gain in take- 
home pay has sent consumers flocking to stores in 
a spending mood. As a result, retail sales rose by 
another $550 million in November on top of a 
similar gain in October. Nor was the pick-up in 
retail trade confined to autos; virtually all lines 
experienced healthy improvement. With goods mov- 
ing off shelves more rapidly, business has felt the 

(Please turn to the following page) 
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Latest Previous Year 

THE MONTHLY TREND Unit | Month Month Month Ago 

INDUSTRIAL PRODUCTION® (FRB) ......... 1947-'9-100 | Nov. 173 171 159 
Durable Goods Mfr. ....ccccsssssssesssssesesee | 1947-'9-100 | Nov. 178 174 159 
Nondurable Goods Mfr. ..........ss-ssss | 1947-'9-100 | Nov. 170 169 158 

Mining | 1947-'9-100 | Nov. 131 131 129 
| a — - — 

RETAIL SALES* | $ Billions | Nov. 19.3 18.6 18.4 
BIN TINIE 5s nicsessasstsinianienpnsiaaan -| $ Billions | Nov. 6.3 5.9 5.9 
Nondurable Goods .. | $ Billions Nov. 13.0 12.7 12.5 
Se a SIIIIINIE anckccstsnnniteenetiianiscnninnn | 1947-'9-100 | Nov. 153 151 144 

MANUFACTURERS’ 

New Orders—Total* .... ««| $ Billions Oct. 32.7 32.3 29.2 
Durable Goods ...........-ssssseseesesssseees | $ Billions | Oct. 16.2 15.8 13.7 
Nondurable Goods ............cccsceeeceees | $ Billions Oct. 16.5 16.5 15.5 

Shipments* $ Billi Oct. 31.8 31.4 29.6 
TT $ Billions Oct. 15.4 15.0 14.1 
Nondurable Goods ..............:0s000+ $ Billions Oct. 16.4 16.4 15.5 

|. — 

BUSINESS INVENTORIES, END. MO.* . | $ Billions | Oct. 93.0 92.7 93.0 
WMeanufercturers’ ..scssscscssssnsescccssssseeesene | $ Billions | Oct. 54.8 54.4 54.4 
IIIT scnsininsiitinnniatcstninindienneniiestin | $ Billions | Oct. 13.5 13.5 13.2 
IIIT sini neice ciasliiaasiiatindiniaiiamadieadid | $ Billions Oct. 24.5 24.7 25.4 
UE: SN SUID siccinicctsnerianictnndiniiones | 1947-’9-100 | Oct 170 170 167 

CONSTRUCTION TOTAL— ...... eonnnbaeiibint $ Billions Nov 59.5 58.9 56.1 
PriVOte ......ccecsesees | $ Billions Nov 42.4 41.8 39.6 

Residential | $ Billions Nov 24.7 24.0 22.0 
SII sictiniadasseiieianintitcanantiiiiiaiceian $ Billions Nov. 17.7 17.8 17.6 

Housing Starts*—a | Th d Nov 1350 1432 1220 

Contract Awards, Residential—b ....... $ Millions Oct 1499 1620 1390 
ESS aan $ Millions Oct 1792 1620 1929 

EMPLOYMENT 
BE GI « civiccncnscensencscctsnnnssnnenensens Millions Nov 67.3 67.8 67.2 
Non-farm*® | Millions Nov 54.5 54.4 54.0 

Government* Millions Nov 9.0 9.0 8.6 

Trade* | Millions Nov 11.3 11.4 11.4 

Factory* | Millions Nov 12.2 12.1 12.3 

Hours Worked® ..........cssessesereee | Hours Nov 40.6 40.2 39.3 
Hourly Earnings .........sesseeeses | Dollars Nov 2.36 2.34 2.27 

Weekly Earnings .........ccsseeseess Dollars Nov 95.82 94.54 89.21 

PERSONAL INCOME® ......0.......:cccscsseeneees $ Billions Nov 429 425 406 
Wages & Salaries $ Billions Nov 289 287 272 
Proprietors’ Incomes $ Billions Nov. 63 62 60 
Interest & Dividend $ Billions Nov 42 42 4) 
Transfer Payments ..........cserseeeeereeeees $ Billions Nov 33 33 31 
Farm | $ Billions Nov 19 18 17 

CONSUMER PRICES 1947-'9-100 | Oct. 128.4 128.3 127.3 
Food 1947-'9-100 | Oct. 120.9 121.1 120.9 
Clothing 1947-'9-100 | Oct. 111.4 Wt 111.0 
Housing 1947-'9-100 | Oct. 132.7 132.6 132.2 

MONEY & CREDIT 
Active Money Supply*—w ........:000 $ Billions Nov 143.4 143.8 138.8 
Bank Debits*—g $ Billions Nov 105.3 104.0 98.3 
Business Loans Ovtstanding—«, v ..| $ Billions Oct 31.9 31.9 31.6 
Instalment Credit Extended*—v ....| $ Billions Oct. 4.3 4.0 4.1 
instalment Credit Repaid*—v ......... $ Billions Oct. 4.2 4.1 4.0 

FEDERAL GOVERNMENT 
Budget Receipts $ Billions | Oct. 3.1 8.9 2.8 
Budget Expenditures .......ss:s+e0-.+ «| $ Billions | Oct. 7.8 6.8 6.8 
Defense Expenditures  ........s0.+0+ soe | $ Billions =| Oct. 4.1 3.8 3.7 
Burplus (Def) cum from 7/1... ! $ Billions | Oct. (7.1) (2.4) (5.2) 











PRESENT POSITION AND OUTLOOK 


stimulus in the form of rising 
orders for replacement and to build 
inventories to a level more in line 
with the current rate of sales. 
This is one of the reasons why in- 
dustrial production has resumed its 
climb, with the Federal Reserve 
index reaching a new high of 114 
in November with further gains 
indicated for the first half of De- 
cember. New orders for durable 
goods received by manufacturers 
also continue their steady rise. 
They were 1% higher in November 
according to the preliminary re- 
port of the Commerce Department, 
stretching their string of unbroken 
advances to ten months and reach- 
ing a new all-time high. Of special 
interest, because of widespread 
concern regarding reduced profit 
margins, is the Department’s re- 
cent estimate that corporate pre- 
tax profits in the third quarter 
were up to about $47 billion at 
annual rates, from their first quar- 
ter low of $39.6 billion. It is evi- 
dent from recent business trends 
that profits will rise further in the 
fourth quarter and will top the 
1960 high of $48.1 billion reached 
in the first quarter of that year. 
Virtually the only sector that 
faltered in November was the 
field of residential building, where 
housing starts dipped 6% from 
October rates. This indicator, how- 
ever, has moved quite irregularly 
all year and, judging by applica- 
tions for FHA insurance on new 
homes—at their highest level in 
almost two years—home-building 
should soon resume its upturn. 
With most sectors of the econ- 
omy still favorably situated, in- 
cluding Federal spending, which 
should rise strongly in the first six 
months of 1962, business seems 
reasonably assured of a good first 
half. Some economists, however, 
are already worrying about the 
outlook for the second half, when 
Federal outlays will be leveling off 
while consumer demand and busi- 
ness spending for inventories 
begin to lose their forward momen- 
tum. Government spokesmen, how- 
ever, are not expressing any overt 
concern about 1962 and are looking 
to an expansion of capital outlays 
to keep the economy moving ahead. 
Although the latest Government 
plant and equipment survey indi- 
cates that businessmen are plan- 
ning to increase their outlays for 
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ARTERLY STATEMENT F 
100K Qu OR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
hint sc In Billions of Dollars—Seasonally Adjusted, at Annual Rates 
‘ising this purpose by only $700 million 
build 1961 " 1960— in the first quarter of next year, a 
1 line SERIES — — ee Querter | smaller gain than the $1.2 billion 
sales. __"' | expected for the current quarter, 
y in- GROSS NATIONAL PRODUCT ................... 526.0 516.1 500.8 505.1 Government spokesmen remain | 
ad its a - . : a we 320.7 32971 sanguine about the outlook for 
serve riva eemestic Weavest. ..cccccccccccvcccccccees . 68. 59.8 70.5 later months. They maintain that 
" Net Exports 2.5 3.9 5.3 3.0 ¢ ° 
114 Government Purchases 108.5 107.3 105.0 101.9 the current recovery will soon push } 
rains Federal 56.9 56.6 54.7 54.0 industrial operations in general 
' De- State & Local 51.6 50.6 50.3 48.0) close to 90% of capacity, at which | 
rADIE | | | PERSONAL INCOME ......ccccccsoceecnseenseene 420.3 413.2 404.7 405.1 | point the pressure for increased | 
irers Tax & Nontax Payments ...........0-+: ci 52.5 51.5 50.4 50.8} facilities gathers strength. More- | 
rise. Disposable — eee vs a ey — me over, profits will be higher in early | 
a Consumption Expenditures | . . . ' ano. cnn ain an » te ex. | 
nbe1 Personal Saving—d .eeccoccescssseeeeesnseseee | 25.8 25.8 23.7 246 | 1962 and corporate cash flow is ex 
re- pected to rise by some $5.5 billion | 
1ent, CORPORATE PRE-TAX PROFITS ccccccccccccocces ne 39.6 43.2 next year, providing the funds for } 
oken Corporate Taxes seeseesnssenennnesnnnnnseennnsese 4 20.0 21.7 expansion, while implementation of | 
: Cena: SEND TUITE. cecccccncceesccnsscescenrccees 22.4 19.6 21.4 “eer abet “+s ie ‘aged 
ach- } Dividend Payments ..... oe 14.3 14.2 14.2 14.1 the Administ ration S di lve for | 
ecial Retained Earnings ...........--svesssuessseesseeeene 8.6 5.8 76 {| more realistic depreciation allow- 
"OS ‘ 9ACc , > > “7°(TQ 7] IS 
read PLANT & EQUIPMENT OUTLAYS .......... ~— as ne 359 | ances would encourage business to 
rofit - increase its capital outlays. 
Beal THE WEEKLY TREND At this point, it might be well 
pre- - ee ee a to note that despite incentives, 
irter ' Week Lesuet Previews Yeor | Capital expansion is usually not 
1 at Ending | Week Week Ago undertaken unless a need for new 
uar- - | ee a me Pa rmilities Iwiete . > "1 * sec. 
en MWS Business Activity Index®....| 1935-’9-100 Dec. 9 | 3298 329.1 2996 facilities exists. If the major sec 
ove MWS Index—Per capita’............ 1935-’9-100 | Dec. 9 | 232.9 232.4 215.0 tors of the economy begin to falter, 
2nds Steel Production Index*............:. 1957-'9-100 Dec. 9 | 115.8 111.3 74.9 it is doubtful that businessmen 
“0 —_ _ bp tee gag svseeees a. _ ' pe he pod will embark on ambitious expan- 
the aperboard Production ............. ousand Tons | ec. 3 whames That ia why husiness 
‘hed Paperboard New Orders ........... Thousand Tons Dec. 9 | 352 346 291 — 1s he ATT * I hat 18 — — -" 
. Electric Power Output™...........0++« 1947-'49-100 Dec. 9 | 302 300 281 trends wl lave to be watched 
r. Freight Carloadings ........:-s-:-s++» Thousand Cars Dec. 9 561 574 518 carefully next year, because any 
that Engineerings Constr. Awards .....| $ Millions Dec. 14 393 317 301 loss of forward momentum would 
the Department Store Sales ............. 1947-'9-100 Dec. 9 | 298 238 a0" probably affect all major sectors 
rere Demand Deposits—c $ Billions Dec. 6 | 63.4 63.9 62.5 in due course e 
; Business Failures—s Number Dec. 7 295 356 360 a 
"om 
ow- *$ lly adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
urly disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
“es centers. (na)—Not available. (r)—Revised. (s)}—Data from Dun & Bradstreet. (t)—Seasonally adjusted, annual rate. (u)—End of month 
1ca- data. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
new 
in || THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
ling ano sre 
} g No. of 1961 1961 (Nov. 14, 1936 Cl.—100) High Low Dec. 8 Dec. 15 
; Issues (1925 Cl.—100) High Low Dec. 8 Dec. 15 | High Priced Stocks ........c.cccseso 353.4 288.5 353.8 353.4 
one- Composite Average 554.4 454.7 554.1 551.5 ee 729.8 578.6 705.9 695.7 
sa 4 Agricultural implements ....... 497.2 389.3 385.4 381.5 S Gate CDAD cccrccrescecsseeesemenee 1226.0 930.4 1094.6 1116.5 
‘ich 3 Air Cond, (’53 Cl.—100) ...... 176.9 1249 163.3 163.3 4 Investment Trusts ~ W735 1441 165.1 167.9 
Six 10 Aireraft & Missiles ............... 1393.5 11148 1264.8 1264.8 3 Liquor ('27 Cl.—100) ........0+-. 1548.9 1208.6 1443.3 1419.8 
ms ' 7 Airlines (‘27 Cl.—100) ......... 1163.6 854.4 984.6 968.3 ee 647.3 506.2 569.4 588.9 
rst | | | 4 Aluminum ('53 Cl.—100) ..... 465.6 329.1 325.1 329.1 3 Mail Order ....... 498.3 409.2 482.1 486.1 
se 5A t 427.0 3125 355.8 352.7 4 Meat Packing 313.9 262.0 295.7 298.3 
er, 5 Automobile Accessories ........ 503.9 418.6 479.6 467.4 4 Mtl. Fabr. (‘53 Cl.—100) ...... 483.4 352.5 181.1 176.9 
the 5 Automobiles .................-. 129.8 92.6 128.0 128.0 9 Metals, Miscellaneous ........... 208.6 147.4 466.6 470.0 
1en 3 Baking ('26 Ci.—100) ... 44.6 37.4 39.8 39.4 4 Paper . 1158.9 952.6 1119.6 1109.8 
off 4 Business Machines 2229.8 1317.0 2177.7 2229.8 ee I sa ticrrvicnninensntiiciinninne 828.6 714.3 785.7 792.9 
- 6 Chemicals ...... seorseeeee 887.1 745.5 820.1 820.1 | 16 Public Utilities ..........sssssssee 528.4 400.3 520.4 520.4 
_ 3 Coal Mining coc we «425 29.8 43.4 43.4 | 6 Railroad Equipment ........... 117 83.8 = 106.1 105.3 
1€s 4 Communications... 257.6 220.5 264.1 264.1 OP I vicennitmcieninion 61.8 52.9 58.6 57.6 
en- OF IY sacekcetnnininiinncenstsnvene 242.0 177.7 235.2 NR EE 1171.6 946.7 1106.0 1115.4 
w- 5 Container ............+. 1135.0 883.7 1143.6 1135.0 fy RES 4243 359.8 390.3 390.3 
t 5 Copper Mining ..... ino. oa 291.9 352.5 5 ee 90.4 74.0 88.4 84.9 
ad 2 Dairy Products ......... 263.0 201.9 254.9 244.7 | 2 SUN PRUE caccccnccecenceerneesnceeern 8747 7054 7477 7266 
ng 5 Department Stores 235.6 151.0 241.6 238.6 | 11 TV & Electron. ('27—100).... 133.3 98.5 133.3 131.4 
Lvs 5 Drugs-Eth. (‘53 Cl.—100) ..... 489.0 387.3 473.4 481.2 Oi riticcctncneanisiouse 268.1 198.2 4.2 260.4 
ad. 5 Elect. Eqp. (‘53 Cl.—100) ..... 419.7 326.8 416.2 409.4 3 Tires & Rubbe 248.0 184.6 1 231.7 
wnt 3 Finance Companies ............... 1220.1 802.7. 1212.1 1196.0 i ciciccacntecemnernen 371.8 231.8 3025 ©. 353.4 
"ye 5 Food Brands 936.8 557.0 892.2 833.1 3 Variety Stores ........c--es0+ 434.2 356.5 1 434.2H 
di- 3 Food Stores 353.8 255. 351.3 343.7 16 Unclassifd (49 Cl. — 100)... 337.7 241.5 302.5 302.5 
in- acre 
‘or H—New High for 1961. 
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SPOT MARKETS—Sensitive commodities moved higher in the 
first half of December, with raw foods and industrial mate- 
rials both participating in the advance. The BLS index of 22 
leading commodities rose 1.2% and has recouped most of the 
losses suffered since August. The industrial raw materials 
component of the index advanced 1.4%, with a boost in steel 
serap prices accounting for a good part of the gain. Copper 
scrap, burlap, rubber and tallow also were higher, while 
cotton, print cloth and tin declined. 

Wholesale prices in general also advanced in the period 
under review. The BLS weekly index of wholesale prices 
rose 0.3%, a bigger than normal increase for this sluggish 
indicator. Both seasonal trends and general business condi- 
tions indicate that further price improvement is to he 


expected. 
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FUTURES MARKETS—Commodity futures were mixed in the fort- 
night ending December 15, with individual developments goy- 
erning price moves. Wheat, oats, rye, lard, hides, rubber and 
copper were moderately higher while corn, cotton, wool, cof- 
fee and cocoa lost ground. The Dow-Jones Commodity Futures 
Index gave up 0.6 points to close at 149.5, compared with a 
high of 150.6 reached earlier in the month. 

Wheat futures were firm in the first half of December and 
the May option added 34 cent to close at 21134. Among the 
factors stimulating demand for wheat are the high level of 
exports, the boost in the Government’s support price for the 
1962 crop and the forthcoming cut in acreage, approved by 
farmers last summer. On the other hand, loan entries ino 
this year’s support program are down and this could restra n 
price advances. 


























BLS PRICE INDEXES Latest 2 Weeks | Yr. Dec. 6 
1947-1949—100 Date Date Ago Ago 1%! 
All C ditie Dec. 12 119.1 118.8 119.5 602 
Farm Products .............-+- Dec. 12 87.8 86.7 88.7 510 
Non-Farm Produets _...... Dec. 12 127.7. 127.5 127.9 670 
22 Sensitive Commodities ..| Dec. 15 84.9 83.9 82.7 530, 
TE. dati Dec. 15 77.5 76.8 75.9 465 
13 Raw Ind’‘l. Materials..| Dec. 15 90.3 89.1 87.7 58.3 
ee Dec. 15 93.0 91.1 88.2 54.5 
SW EEE Dec. 15 84.4 843 804 56.3 
MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 
1961 1960 1959 1953 1951 194 
High of Year ...... | 158.4 160.0 161.4 162.3 215.4 85.7 
Low of Year ...... 150.5 151.1 152.1 147.9 176.4 74.5 
Close of Year .... 151.2 158.3 152.1 180.8 83.5 
DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 
1961 1960 1959 1953 1951 194 
High of Year .... 150.6 148.7 152.7 166.8 215.4 84.¢ 
Low of Year ..... 141.2 141.2 144.2 153.8 174.8 55.5 
Close of Year .... 141.2 147.8 1665 189.4 84.1 








WHOLESALE COMMODITY PRICES 
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Texaco Strides Ahead Under 
Farsighted Management 





(Continued from page 388) 


for reciprocating engines (due to 
the phasing-in of turbine pow- 
ered craft), the company still 
supplied almost 60% of the air- 
craft engine oil gallonage used by 
dcmestic airlines last year. This 
mirked the twenty-sixth year in 
a cow in which Texaco accounted 
for more aircraft engine oil for 
the domestic airlines than all of 
it} competitors combined. Re- 
se irch continues in order to main- 
tein this leadership. Company- 
dc veloped synthetic turbine oils 
ale being used by domestic car- 
riers, and flight trials are cur- 
rently being undertaken in order 
t. gain the approval of several 
fc reign turbine manufacturers. 


New Challenges 


Despite Texaco’s almost un- 
cinny ability to anticipate indus- 
try trends and conditions during 
the past decade, petroleum, and 
hence Texaco, continues to be 
faced with the likelihood of a 
supply-demand imbalance for 
nmiany years to come. The environ- 
ment in which the company must 
operate is tinted with additional 
uncertainty as Caltex (50% 
owned Eastern Hemisphere mar- 
keter and refiner) is faced with 
important negotiations with the 
government of Indonesia regard- 
ing the future terms of that gov- 
ernment’s profit participation in 
the operation of its concession 
there. 

While Texaco is well entrenched 
as one of the leading gasoline 
marketers in the United States, 
and is the only company with re- 
tail outlets in each of the fifty 
states, competition for the mo- 
torist’s dollar is gaining in in- 
tensity. Many companies are ex- 
panding their marketing systems 
nto new areas, either throuch 
acquisition or internal growth. 
\t the same time marketing strat- 
egies are shifting emphasis to 
1ew grades of gasoline. Texaco 
‘ontinues to adhere to its two- 
rrade policv—Fire Chief regular 
ind Sky Chief premium, in the 
belief that the needs of all cars 
‘urrently on the road may be met 
oy one or the other. 

Some marketers are looking 
into a sub-regular grade of gaso- 
ine for compact cars. Gulf for 
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example has recently introduced 
such a grade in the belief that it 
will serve to win back markets 
lost to independent non-brand 
dealers. Standard Oil of New 
Jersey is about to introduce a 
new grade halfway between its 
regular and premium. Gulftane, 
the new Gulf product is being 
sold at about 2¢ per gallon below 
regular, or at about the same 
price as non-brand regular gaso- 
lines, which has triggered price 
wars in almost every area where 
it has thus far been introduced. 
While Texaco has ridden out 
price wars in the past, and at 
the same time increased its share 
of the market, it does not appear 
likely that on a near-term basis 
anyway, the company will be able 
to insulate itself from this newly 
stimulated pressure on prices. 

On a longer-term basis it is 
significant to note however that 
Texaco’s channels of supply are 
efficient and well established and, 
unlike many competitors who are 
expanding into new geographical 
areas, the company is not faced 
with the need of erecting new 
refineries and terminal facilities 
or negotiating processing deals 
with others to serve new markets. 
Instead efforts may be devoted to 
strengthening an already exist- 
ing nation-wide distribution set- 
up, with particular attention 
focused on areas such as the 
Southwest where recent and pro- 
jected future consumption growth 
is more pronounced than for the 
country as a whole. 


Profits — The Rise Continues 


Despite the more competitive 
nature of domestic markets, Tex- 
aco continues to record excellent 
earnings progress. Consolidated 
net income for the first nine 
months of the current year to- 
taled $309.2 million, or $2.50 per 
share, representing an 11% gain 
over the $279.0 million ($2.30 per 
share) reported for the similar 
1960 period after adjustment for 
the 2 for 1 split of last August. 
Full year earnings are expected 
to approximate a record $3.40 
per share, representing the third 
consecutive year in which earn- 
ings have reached a new peak. 
1960 profits totaled $3.17 (ad- 
justed) per share. 

Texaco is expected to experi- 
ence another year of improvement 
in 1962. Factors which will aid 
in achieving this goal include: 

1) The likelihood that domes- 

tic crude production will 


continue to rise. 

2) Higher crude production in 
Saudi Arabia and Iran 
should increase Eastern 
Hemisphere profits. 

3) Caribbean profits are ex- 
pected to improve as Co- 
lumbian production, which 
this year is running below 
the 1960 rate, will most 
likely be increased in 1962. 
4) Canadian profits will bene- 

fit from a 10¢ per barrel 
crude price increase which 
became effective in Septem- 
ber, 1961, and from _ in- 
creased volume. 

5) Natural gas sales will bene- 
fit from increased physical 
volume, as well as higher 
prices, with the net result 
that dollar sales will be per- 
haps 15% higher than dur- 
ing 1960. 

On the basis of these assump- 
tions per share earnings are 
tentatively expected to climb to 
$3.65 in 1962, with cash flow 
reaching an estimated $6.00-6.25 
per share. Looking beyond next 
year, the managerial skills which 
have so successfully guided Tex- 
aco in the past represent the 
company’s greatest asset in insur- 
ing continued growth and devel- 
opment in the future. 

It appears likely that capital 
expenditures during the next five 
years will approximate $3 billion. 
Specific projects which have al- 
ready been announced and should 
result in additional earnings in- 
crements include a 100,000 barrel 
per day refinery to be constructed 
by Texaco’s 75° owned English 
Regent subsidiary, and a 13,500 
barrel per day refinery in Nova 
Scotia. At the same time, Cana- 
dian production will most likely 
move ahead sharply; offshore 
Trinidad exploration and develop- 
ments may result in an important 
new source of crude; and Eastern 
Hemisphere production will bene- 
fit from the rapid pace at which 
demand for petroleum and related 
products is growing in that area. 

Conclusion 

Texaco is a company which has 
not only proven its ability to 
adapt to today’s international and 
domestic petroleum environment 
by managerial action in the 
past but, of greater significance, 
has also done so by the foun- 
dation which has been laid for 


the future. As Marquis James 
concluded in his study of the 
company’s first fifty years of 
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operations in 1952, at Texaco the 
emphasis is on the future. Mr. 
James’ concluding statement to 
his work is equally applicable 
today as it was when written ten 
years ago: 
“Not that the men of Texaco’s 
management do not take pride 
in their company’s history. 
They take an immense amount 
of pride in it, and it goes right 
down the line to the Texaco 
people in the field. . . But, as 
these are not ordinary times, 
there is little disposition among 
the top management of Texaco 
to dwell upon the past; and 
this because the present and 
the future are more important 
to them.” 


While Texaco stock has moved up 
sharply in the past year, the pace 
of growth and the earnings po- 
tentials under the company’s 
forward-looking management still 
augurs well for the future. END 





Is A Big Boom Coming In 
Consumer Spending? 





(Continued from page 385) 


very little at the present time. 

Inherent in the expectation of 
increased consumer spending for 
goods in 1962, accordingly, is the 
likelihood of higher unit prices 
for many items, particularly dur- 
able items. Judging by past ex- 
perience, however, the average 
increase in unit costs of goods in 


1962 over 1961 will be small, 
between one and two _ percent. 
Considering the prospects for 


larger unit sales of practically all 
types of goods, what appears to 
be a small increase in average 
selling prices should mean dis- 
tinctly more profitable operations 
for many producers and retailers. 

To repeat a previous caution, 
this optimistic picture is based 
entirely on theoretical future 
projections. As always, unex- 
pected events may arise to throw 


these forecasts askew. But the 
projections do reflect carefully 
measured past experience and, 


while buying styles and prefer- 
ences may fluctuate broadly, con- 
sumer habits are usually pretty 
steady in terms of the general 
economic background at any par- 
ticular time. The investor should 
be safe in assuming that 1962 
will be a very favorable year for 
retailers. END 
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The Paradox in Price of Shares 
Between Colgate-Palmolive and 
Procter & Gamble 








(Continued from page 404) 


$18.8 million in the 1961 fiscal 
year or 17.5% of total net. Some 
pressure on prices abroad along 
with starting-up costs for new 
plant expansion resulted in a de- 
cline in P & G’s foreign earnings 
from $21.3 million in 1960, 
whereas Colgate’s foreign earn- 
ings held about even at $16.2 
million. In Canada P & @ is 
broadening the direct distribution 
of Duncan Hines’ cake mixes and 
Crest toothpaste, and it is set- 
ting up licensees in smaller 
countries. 

The growth in detergents is now 
rapid throughout the world, cre- 
ating important new markets in 
Europe, the far East, and South 
America for such P & G products 
as Tide, Cheer, Joy, Oxydol, 
Dreft, and Dash. 

Colgate has an even higher 
stake in foreign operations, at 
least when related to its total 
volume. In 1960 foreign sales, 
which like P & G’s are consoli- 
dated, amounted to some $301 
million or 52% of total sales. The 
contribution of these sales to 
earnings was even greater, 
namely 76%. The pre-tax profit 
margin abroad was 11.4% com- 
pared to a secant 3.5% domes- 
tically. 

Comparable figures for P & G 
are not available since the com- 
pany does not disclose foreign 
sales. On an overall basis (both 
domestic and foreign), P & G had 
a pre-tax profit margin of 14.3% 
vs. 7.6% for Colgate and foreign 
profit margins for P & G were 
higher than domestic ones. 


Financial Review and Outlook 


Through internal growth 
mainly, as well as by some acqui- 
sitions, P & G has increased its 
sales nearly 50% to the $1.5 bil- 
lion level since 1956. Colgate over 
the same period lifted sales only 
13% to $576.3 million, and this 
was with the help of some acqui- 


sitions. P & G has shown sus- 
tained earnings growth, with 
gains in every year since 1956, 
while Colgate’s earnings _in- 


creased each year from 1956 to 
1959 but declined last year. Pos- 
sibly because of the decline in 


Colgate Dental Cream sales and 


the costly reduction of dealer 
inventories, Colgate’s domestic 
earnings dropped to $5.0 million 
in 1960 from $9.2 million in 1959. 
This decline may be temporary 
and earnings seem to be recover- 
ing in 1961. P & G has a decidedly 
better past record of growth. 
However, the future is not always 
determined by the past. 

The Procter & Gamble staff 
admits that growth opportunities 
abroad for soap and detergents 
are probably more dramatic than 
in the U. S., and they are now 
expanding more rapidly abroad 
than at home. Yet Colgate, with- 
out question, has achieved a much 
more extensive foreign position 
than P & G. Colgate reported its 


foreign volume at $301.2 million! 


in 1960 whereas a good guess for 
P & G would place its foreign 
volume at about $250 million, or 
perhaps a little higher. In terms 
of overall volume, Colgate derives 
some 50% of sales abroad, and 
P & G probably about 16%. In 
earning ($18.8 million from its 
foreign operations last year), 
P & G does appear, however, to 
have a_ better profit margin 
abroad than Colgate, which 
earned about $16.3 million on a 
higher sales volume. 


P & G’s More Rapid Inventory 
Turnover 


Procter & Gamble obtains a 
pre-tax profit margin of more 
than 14% from its domestic op- 
erations, whereas Colgate derives 
only a meager 3.5% on domestic 
sales. This comparison suggests 
better cost control and possibly 
more efficient plants in the case 
of P & G. It also points to a 
solid opportunity for improve- 
ment on the part of Colgate. In 
restatement, Procter & Gamble 
is able to maintain a higher sales 
volume for each dollar invested 
in inventory than Colgate. (P & G 
has an inventory turnover of 7.7 
to 1; Colgate 6.2 to 1.) 

Colgate’s sales for the nine 
months ended Sept. 30, 1961 were 
at a record high; earnings per 
share of $2.02 were significantly 
ahead of last year’s $1.88. Thus, 
for the current year, earnings of 
$2.65 vs. $2.53 a year ago seem 
a reasonable expectation. Procter 
& Gamble’s earnings for the first 
fiscal quarter to Sept. 30, 1961, 
were at about a standoff with a 
year ago, at 80¢ per share vs. 
79¢. While it is early to make an 
accurate estimate for the full fis- 
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cal year of 1962, net at least as 
good as last year’s $2.55 is a fair 
expectation. 


Both Companies Have 
Large Reserves 


Both companies are good in- 
vestment grade stocks. They have 
ample cash with which to nego- 
tiate for acquisitions or to launch 
a rapid expansion program. 
Either company could greatly in- 
crease research or product devel- 
opment expenditures if it so 
chose. Colgate at the end of 1960 
had $34.2 million temporarily in- 
vested in government securities 
in addition to a $27.8 million cash 
balance. P & G as the much 
larger company, had $56.5 mil- 
lion in governments and $62.6 
million in cash. Their current po- 
siiions are both good. Colgate has 
a current ratio of 2.4 to 1; P&G 
2.7 to 1. Either issue should be a 
good long term holding as long 
as people continue to use soap, 
detergents, shampoos, and tooth- 
paste. It is believed that the 
world-wide trend toward more 
and more frequent use of soap 
gives both companies an element 
of built-in growth. It is a trend 
that stems from a general rise 
in the standard of living. 

P & G is clearly a higher qual- 
ity issue than Colgate. But all 
things, stocks as well as tangible 
goods, have to be measured in 
terms of price, and by this stand- 
ard Colgate could be regarded as 
at least equally attractive. Some- 
times, in fact, it is easier to catch 
up with a leader than for a leader 
to increase its advantage. END 





Evaluating Kennedy’s Position 
on Free Trade 





(Continued from page 397) 


presumably take the form of 

low-interest loans for reloca- 

tion, modernization or trans- 

fer to new lines of production. 

This program, on paper, looks 
fine. The only trouble with it is 
that under present conditions it 
cannot be implemented without 
disastrous dislocation of the econ- 
omy—dislocation which no gov- 
ernment could survive. There is 
only one chance for the success 
of a substantial step toward free 
trade and that is through the 
dismantling of the apparatus of 
the welfare state. Such a move is 
long overdue in any case, and 
sooner or later must be done if 


DECEMBER 30, 1961 


this country is to survive in a 
competitive world. If the pres- 
sures being exerted upon the 
United States to free its foreign 
trade can act as the impetus to 
force such a development, so 
much the better. 

Although this may be too much 
to ask of any “liberal” govern- 
ment, the foreign trade problem, 
as all others, must be exam- 
ined realistically, or the policies 
adopted to deal with it cannot 
help but fail. Free trade makes 
very good sense if our domestic 
economic insanity is remedied. If 
it is not, free trade would be a 
disaster. END 





The Outlook For Bond Prices 
In A New Environment 





(Continued from 391) 


to hold Government bonds will 
find the better rated non-Treas- 
ury issues safe enough as invest- 
ments. Most individuals and 
smaller institutions desiring to 
invest in Treasuries should con- 
sider Series H Savings Bonds. 
These non-marketable issues offer 
a 334% yield, not much below 
those of marketable Treasuries 
pay current income in the form 
of a semi-annual interest check, 
and are free of the price fluctua- 
tions that add to risks in other 
Government issues. 

Federal agency issues have been 
gaining stature with investors in 
recent years. The Federal Land 
Bank and the Federal National 
Mortgage Association periodically 
sell longer term bonds. Although 
not specifically guaranteed by the 
Treasury, these issues are con- 
sidered virtually as safe as Gov- 
ernments and _ typically yield 
about 14 point more. The Federal 
Land Bank bonds have the same 
tax status as Treasuries, but the 
F'.N.M.A. bonds do not share the 
same specific exemption from 
state and local income taxation. 

It must be noted that the fed- 
eral agency issues are relatively 
small in size (averaging about 
$100 million, compared with $1 
to $4 billion for most of the 
Treasury bonds). They are popu- 
lar among institutional investors, 
who do not trade in them ac- 
tively, and not all issues are read- 
ily available for purchase. 

Opportunities in Convertibles 

Convertible bonds have gained 
increasing favor among investors 
in recent years. Properly selected, 
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Rent a Rolls Royce 


Enjoy the luxury of a new, chauf- 
feur-driven Rolls Royce Limou- 
sine for only $9 an hour.* Special 
theatre and shopping rates. Air- 
port and pier service. Corporate 
and personal charge accounts 
invited. Diners’ Club honored. 


Buckingham Livery 
349 E. 76th St., n.Y.c. YU 8-2200 
Cadillac rentals, also. 


*2-hr. min. 





INTRODUCING THE NEW 


DRYDEN-EAST 


HOTEL 


39th St., East of Lexington Ave. 


NEW YORK 


Salon-size rooms « Terraces * New 
appointments, newly decorated « 
New 21” color TV « FM radio « New 
controlled air conditioning « New 
extension phones in bathroom « New 
private cocktail bar « Choice East 
Side, midtown area « A new concept 
of service. Prompt, pleasant, un- 
obtrusive. 


Single $15 to $22 Suites to $60 
Special rates by the month or lease 
Robert Sarason, General Manager 


ORegon 9-3900 
Teletype NY-1-4295 








they afford an opportunity to 
participate in price appreciation 
of the company’s stock while at 
the same time offering the su- 
perior protection and the prom- 
ise of eventual redemption carried 
by a debt obligation. Other ad- 
vantages include a yield that is 
more secure and often larger than 
that of the common stock, and 
the lessened downside risk when 
the bond is selling somewhere 
near its “investment” value, or 
the price it might command as a 
straight bond without the con- 
version feature. While the rela- 
tive fluctuations in a convertible’s 
price are not as great as those 
in the stock, a far greater pro- 
portion of the purchase price can 
often be borrowed than in the 
case of equities, thus providing 
additional leverage. 

Because of the recent rise in 
the stock market and the favor- 
able business prospects for 1962, 
the better-situated convertible 
bonds are not currently on the 
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FOR A VACATION THAT'S DIFFERENT! 
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Pool—Creole Band —Dancing 
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Specializing in groups 
of businessmen 
See your travel agent 


or Phone Wolfe, 
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rooms with kitchenette, 
private bath, from 
$7.00 daily, double 
from $10.75. Two 
room suites from 
$4.50. 
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Broadway ‘it 75th St., New York 
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bargain counter. On the contrary, 
most of such issues are selling 
well above their investment val- 
ues. Many convertibles are rated 
“BBB” or below, so that their 
price fluctuations are tied more 
closely to economic prospects than 
to interest rates. A few of the 
more interesting issues deserve 
comment and are cited in the 
accompanying table. 


The American Optical 4.40s are 
interesting because they no 
longer sell at a premium over 
their conversion parity. Further, 
the company’s research in new 
optical fields adds an element of 
attraction to its established po- 
sition. The Hunt Foods Co. 434s 
also appear interesting in view 
of the company’s position in un- 
saturated cooking oils (Wesson 
Oil), aggressive efforts to im- 
prove marketing of its food prod- 
ucts and the possibility of fur- 
ther acquisitions. Earnings are 
in a rising trend. 


The Atlantic Refining Co. 4's, 
a relatively high grade issue, 
could well benefit from the com- 
pany’s successful efforts to im- 
prove its crude position. In this 
instance, however, the bonds of- 
fer a lower yield than is available 
from the secure dividend on the 
common stock. 


Speculative Railroad Bonds 


Speculative railroad bonds, with 
prices that closely follow the 
earnings outlook of each road, 
are of current interest because 
rail issues up to now have not 
participated in the current stock 
market advance to any great ex- 
tent. These bonds could show 
improvement over the next few 
months if the increase anticipated 
in heavy industry activity and 
favorable proposals for legisla- 


tion to remedy the railroads’ 
financial ills are both forth- 
coming. 


The Minneapolis & St. Louis 
6s (new included in the Chicago 
& Northwestern system) are of 
interest because of their strong 
mortgage position. CNW _ earn- 
ings, which have been erratic in 
the past, are expected to show 
improvement in 1962. The Mis- 
souri-Kansas-Texas 5s, a lower- 
grade contingent obligation, are 
also interesting as this railroad 
has improved its financial posi- 
tion and the total amount of this 
issue outstanding has been con- 
siderably reduced. END 
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on a dividend of 60¢. As is in- 
variably the case under such cir- 
cumstances, its record leaves 
something to be desired, earnings 
having declined from $2.05 a 
share in 1957 to a low of $1.21 
in 1959. The company, located in 
the lower peninsula of Michigar, 
gathers and refines crude oil and 
markets various types of petro- 
leum products. It obtains most of 
its crude from its own very lim- 
ited production via pipelines tha: 
connect with fields in Michigan 
and other Midcontinent areas, 


and from the Ohio Oil Co. It’ 


markets about 5% of the gasolin> 
sold in Michigan. The compan.’ 
shares the troubles of the smalle> 
oil companies generally, and gas- 
oline price wars in its marketin;: 
area may prevent it from achiev- 
ing record earnings for some 
years. It is reported Ohio Oil 
would like to work out a merge” 
dael for Leonard, but the gov- 
ernment would apparently disal- 
low it. 


Representation Among Tools and 
Instruments 


Thor Power Tool (27). This 
leading producer of portable 
power tools has annual sales of 
around $30 million. In 1960, pneu 
matic tools—largely for indus- 
trial mining and contractor use—. 
amounted to 34% of total volume; 
sales of electric tools and motors, 
40% ; industrial rubber products 
10% ; and various other products 
including industrial drying and 
heating equipment, 16%. The 
company is expanding the opera- 
tions of its Drying Systems Divi- 
sion which makes heating and ai1 
conditioning units. Last April 
Thor began operations at its new 
pneumatic tool plant in Italy. 
Overall volume this year should 
about equal last year’s shipments, 
but earnings may decline some- 
what from the $1.74 because of a 
three weeks strike and a less fa- 
vorable product mix. 

Cenco Instruments (69). This 
maker of scientific instruments 
and lab apparatus has increased 
its sales in each of the last five 
years, for a net gain of 73.2%, 
while profits gained over 400%. 
About 70% of sales are products 
manufactured by others. Educa- 
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Ist 9 Months Indic. 
Net Earnings Earnings Per 1961 











» j Per Share Share Div. Per Recent 
407) | Rating 1959 1960 1960 1961 Share* Price Comments 
—— Harvey Aluminum Class “A” ........... C-2 $1.12 $1.05 $.77 $1.07 $1.15 26 HARVEY ALUMINUM: Primary aluminum producer 
18S In- from alumina purchased from two Japanese com 
ch cir- panies. 
leaves INIT, cncsisecscichisichsitaseiiapeniensis B-4 1.77 1.65 N.A. 73 .80 29 WAZELTINE CORP.: Producer and subcontractor of 
S electronic equipment for government with basic 
rnings3 radio and TV patents 
2.05 a Helene Curtis Indust. Class “A” ....... A-1 1.24 = -'1.58 eB 8 SS loo anete of tet oe 
; tics on perfume 
$1.21 wis 
ited in Hewlett-Packard Co. .....cc.cccccceccescesee. A-1 42 47 34 38 _— 39 HEWLETT-PACKARD: Producer of electronic measur 
hi ing devices. Stock selling at high price-earnings 
nigar, ratio. 
vil and Lanvin-Parfums, Ine. ..........0c0ses00-c000m B-1 A 84 36 44 32. 35 \LANVIN-PARFUMS: Eornings running well ahead 
petre of last yeor. Fourth quarter important to the per- 
fs fume compony. 
10st of EER cern neon B-4 1.77 3.11 1.66! 981 50 39 LEESONA CORP.: Unifil loom winder boomed sales 
Vv lim- last year. Now going abroad 
s tha: Leonard Refineries ..............00cccccc0000.. C4 1.21 1.37 82 41 605 11 LEONARD REFINERIES: Price cuts of wholesale gaso- 
chiga " line cloud earnings outlook 
areas McNeil Machine & Engineering ........ B-4 2.84 3.88 2.76 1.66 1.005 33 McNEIL mane Losding producer of curing 
: presses used in tire production 
Co. It’ 
= Mesabi Trust, Ctfs. Benef. Interest .. B-1 6 6 6 6 176 15 MESABI TRUST: As a trust the depletion allowance 
isolin > exempts 15% of earnings from taxes 
mpan Mountain Fuel Supply Co. ......... coun Be 177. 1.87 -'1.23.-—*1.30.--'1.40 = 47.« MOUNTAIN FUEL SUPPLY: Integrated natural gas 
malle * : distributor in Utah and Wyoming 
. ~~ Murphy INA: sivnisicieasitiaebiannetatieiiin B-2 1.34 1.36 1.01 1.08 50 26 MURPHY CORP.: Goceline price weokness is limit 
e injr ing earnings growth. 
ichiev- National Starch & Chemical ............. B-2 167. 1.58 1.17 ~~ 12.32 605 48 NATIONAL STARCH & CHEMICAL: Producer of 
some queSenes, sew rubber and resin adhesives 
. ‘ also corm products 
LO Oil North American Coal Corp. . Col 42 67 41 53 60 16 NORTH AMERICAN COAL: Large underground mines 
yi ? in 1 are we situated or river transportation 
lerge Oh iT ad f 
} gov- Packaging Corp. of Amer. ae B-2 1.64 93 3r 402 60 18 PACKAGING CORP.: Well diversified producer of 
disal.- box board and paper products. Corrugated con 
tainers ore 45% of sales, folding boxes 25% 
Random House, Inc. .... ; B-1 1.06 1.12 1.271 951 ome 28 get hee Has potential for further growth 
in textboo 1e 
; and 
Red Owl Stores " B-2 3.53 3.72 1.86! 1.55! 1.60 71 RED OWL STORES: Opening new markets in Chicogo 
crea, putting discount units in supermarkets 
This Standard Pressed Steei Co. ...... Cc-2 2.02 97 94 56 325 21 STANDARD PRESSED STEEL: Producer of industrial 
rtable | a. should a from rise in economy and 
Ss | improve auto outioo 
~ Swingline Inc. Class “A” . . B-l Br 1.995 N.A. N.A. 1.00 51 ——— Leading producer of stapling machines 
| and staples 
. a 
indus- | Texas Eastern Transmission ..... B-2 74 1.04 70 69 80 17 TEXAS EASTERN TRANSMISSION: Noturo! gos pipe 
use—- line reaching New England markets: also has oil 
] | and chemical interests 
yun; Thor Power Tool Co. B-4 2.05 1.74 1.33 1.14 1.60 27 THOR POWER TOOL: Producer of portable power 
otors, tools for industry. Tends to follow trend of capital 


expenditures 


ducts 
- B-1 14% N.A. 26 12 TRANSWESTERN PIPELINE OF CALIF.: Supplier of 














ducts Transwestern Pipeline Co. — ee ee ee eee 
y and 
i . Px 7 UNILEVER, LTD Sister co. to Unilever NV, oper 
The Seloves, US. AOR - Os a aad 2A. aA. m 26 ating mainly in the British Isles. Pools profits 
ypera- with Unilever NV 
Divi- Unilever NV, Am. Shrs. Ord. A-2 3.33 290 NA. NA. 1.16 55 UNILEVER NV: World-wide producer of soaps 
1d ail detergents, foods, animal feeds, etc 
c 
April United Financial Corp. of Calif. B-1 1.47 1.98 1.36 2.11 7% Stk. 58 UNITED FINANCIAL: One of the better situated Coli 
; new fornia savings and loan holding companies 
Italy. Victor Comptometer Corp. B-2 58 72 36! 40! -- 16 VICTOR COMPTOMETER: Merger of Victor Adding 
hould Machine and Comptometer Corp. should result in 
1ents over-all advantage 
"4 ‘ = - j : F : ; 4 VON’S GROCERY CO.: Chain of 75 supermarkets 
some- Von's Grocery Co. ...........:0000 B-1 92 1.13 86 91 75 2 a Ai ng og lym = 
. of a 
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tional institutions account for 
roundly 55% of sales, industrial 
firms 40%, and miscellaneous cus- 
tomers 5%. For the year ended 
April 30, 1961, earnings reached 
$1.39 vs. $1.13 a year earlier, as 
sales increased 4%. Expenditures 
by schools for lab equipment un- 
der the National Defense Educa- 
tion Act are expected to help 
volume and enable earnings per 
share to rise this year. 

Shoes and Shelter 


Green Shoe (35) is a leading 
producer of children’s shoes. The 
company specializes in the higher 
quality range selling under the 
name “Stride Rite” and accounts 
for about 35% of the total market 
for quality children’s shoes, and 
about 4% of all children’s shoes. 
Sales are made to some 700 shoe 
buyers representing 1,068 retail 
outlets. For the year ended No- 
vember 30, 1961, sales are be- 
lieved to have increased moder- 
ately over last year, to a new high 
for the fourth year in a row. 
With leather prices remaining 
steady and production efficiencies 
offsetting a 2% wage increase, 
profit margins can improve some- 
what in both fiscal ’61 and ’62. 
Earnings for the year just ended 
may have been in the area of 
$1.65 per share vs. $1.52 in fiscal 
60. 

Alside (32). Organized in 1947 
with a capital investment of 
$100,000, the company now has a 
net worth of over $12 million, $9 
million of which is entirely the 
result of retained earnings. (In 
June, 1960, the company raised 
$3 million through the sale of 
stock, its only outside financing.) 

Alside produces aluminum lap 
siding and vertical paneling in a 
baked enamel finish sold largely 
for commercial and _ residential 
housing. Through a new subsidi- 
ary, Alside Homes Corp., it also 
plans to sell complete aluminum 
homes. A new, fully automated 
plant of 300,000 sq. ft. is being 
built. Several of the mass pro- 
duction homes are already on 
display in Akron, Ohio. One fully 
complete house priced in the 
$12,000 range contains five rooms 
and two baths, and is completely 
air conditioned. It is too early to 
say whether these houses are 
going to go over in a big way, 
but a vacuum certainly exists in 
good low-cost housing. The stock 
is essentially a speculation since 
at around 32 it sells at a rich 
multiple of 40 times earnings of 
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81¢ per share reported for the 
year ended last September 30. 


A Success Story in Greater Detail: 
Xerox 


Xerox Corp. (169). This com- 
pany’s progress is a most in- 
triguing story, and President 
Joseph C. Wilson recently told it 
to a packed house at a New York 
Security Analysts luncheon with 
such skill that he received a 
standing ovation. What’s more, 
the analysts very obviously went 
out and placed orders to buy the 
stock. It is a high flying stock 
indeed; probably the most ex- 
pensive on the New York Stock 
Exchange. 

Formerly Haloid Xerox, this 
organization is the leading pro- 
ducer of Xerographic equipment 
and chemicals. Specialization in 
xerography—the method of pho- 
tographing onto charged plates 
rather than film and printing 
directly on ordinary rather than 
chemically treated paper—has led 
to the development of the 914 
office copier. Xerography may 
prove to be one of the most im- 
portant inventions in the last ten 
years. The very early research 
was done by Chester A. Carlson 
back in 1938. He ran out of money 
and turned his basic patents over 
to the Battelle Institute, a large 
non-profit research organization. 
In 1947 Battelle made a profit- 
sharing arrangement with Wil- 
son and turned the patents over 
to him for commercial applica- 
tion. 

By March, 1960, Xerox Corp. 
was ready to make commercial 
shipments of the 914 office copier, 
and the demand proved over- 
whelming. Total sales and rentals 
of all the company’s products 
reached $37 million in 1960. In 
the current year they may reach 
$65 million. The company knew 
that the machine would be in 
demand, but results have gone 
well beyond its expectations. 
Nine month earnings are up 
90% from a year ago and 
fourth quarter sales are expected 
to be 50% higher than the first 
quarter, with earnings showing 
an even greater gain. Of the 
400,000 office copiers in the 
United States, Xerox machines 
account for only 2%, yet these 
machines make some 25% of all 
the copies made, a contrast which 
gives some idea of the product’s 
advantage. 

Last year Xerox earned 67¢ 
per share and this year may earn 





$1.35, which makes it an expen- 
sive stock at 160, to say the least. 


Since the machines are leased 
rather than sold, however, cash 
flow is important as non-cash 
charges for patent amortization 
and depreciation represent a 
heavy drain on reported earn- 
ings. In 1960 cash flow was $1.75 
per share and could be more than 
$3.50 in 1961. 

The typical 914 copier makes 
about 100,000 copies each year 
to produce an average annual fee 
of about $5,000. The minimum 
rental is $1,100, which is still a 
profitable rate, and the rental in- 
creases with usage of the ma- 
chine. A few machines are used 
around the clock and each one of 
these yields an income of $25,000 
per year. They are capable of 
making about 4% million copies 
each at an average cost to the 
user of 414¢ a copy. 

Of course, people who buy this 
stock are speculating on the fu- 
ture. The company has a strong 
patent position, and Xerox’s 
financial strength will grow with 
success. At some time excess cash 
may also be generated from its 
rentals to permit acquisitions. 
However, the competitive status 
a few years from now is largely 
a mystery. Perhaps several large 
companies such as IBM or Na- 
tional Cash Register will develop 
similar applications. But Presi- 
dent Wilson has proved very 
closely correct in his 1957 pre- 
diction that sales would triple in 
five years. The holders of this 
most interesting stock naturally 
hope that his former success as 
a prognosticator was not mere 
beginner’s luck. END 





For Profit And Income 





(Continued from page 409) 


ment threw in the towel, and, 
during the third quarter, com- 
pleted sale of its electronics fa- 
cilities. While still well below 
former levels, September quarter 
earnings showed some improve- 
ment over the prior similar 
period—the first time this had 
occurred since the final three 
months of 1959. Fourth quarter 
results are expected to show 
additional strength, and the ab- 
sence of the electronics drain 
could bring 1962 results back to 
the $3.00 level, and possibly even 
a better figure. Moreover, with 
the cash received from the sale 
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of the company’s electronic facil- 
ities available for other ventures, 
coupled with funds to be received 
from the sale of the movie rights 
to “My Fair Lady,” C.B.S.’s 
overall operating base could be 
significantly strengthened by ad- 
ditional diversification moves. 
Currently selling at 37, and af- 
fording a yield close to 4.0% on 
the $1.40 dividend, C.B.S. appears 
reasonably valued in_ today’s 
market with the Dow-Jones Av- 
erage capitalizing indicated 1961 
earnings at in excess of 20 times. 


Old Favorites Revisited 


Various unproved companies, 
backed up by little in the way 
if established earnings, have 
‘aught the fancy of the market 
n recent years. Consequently, 
historic values have experienced 
‘onsiderable distortion. In an ef- 
fort to achieve huge and rapid 
profits through “getting in on the 
rround floor” of a new product 
development or entry into so- 
called glamor fields, investors 
have generally tended to ignore 
traditional value yardsticks; and 
in many instances with disastrous 
results. Meanwhile, such proven 
and mature concerns as Standard 
Oil of New Jersey and Royal 
Dutch Petroleum have been pretty 
much ignored, and are now cur- 
rently selling at exceedingly rea- 
sonable multipliers of current 
earnings relative to the market 
in general. While it is recognized 
that the international petroleum 
industry is faced with many prob- 
lems which will not be easily or 
quickly resolved, the proven abil- 
ity of such concerns to generate 
satisfactory earnings under vary- 
ing economic conditions points up 
the inherent strength of these 
well intrenched industrial giants. 

Texaco at 55 and Jersey at 55 
are among the finest equities 
available to investors from a 
quality point of view and are 
currently selling at close to 15 
times indicated earnings for 
the year 1961. Investment ac- 
counts might well consider these 
issues for both current income 
and gradual capital appreciation. 
During the past several weeks 
both issues have acted well and 
it would appear that these world 
wide oil leaders are on the verge 
of once again regaining their for- 
mer high investment status. Dur- 
ing the last five years enthusiasm 
of oil analysts has tended to shift 
back and forth between domestic 
and international concerns. While 
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the U. S. companies have been in 
favor during the past year, it now 
looks like the pendulum is swing- 
ing the other way. A study in 
depth of Texaco’s prospects will 
be found elsewhere in this issue. 

END 





Stocks In 1961 That Have 
Made Sizable Gains 
—tThose That Declined 





(Continued from page 401) 


list prices of primary and fabri- 
cated metal recently. Also, higher 
wage rates have increased the 
pressure on margins. 

Rohm & Haas, _ Reichhold 
Chemicals and Heyden-Newport, 
the chemical companies in our 
list, are sound issues experienc- 
ing temporary difficulties. Rohm 
& Haas, the leading producer of 
acrylics, is feeling the effect of 
lower prices for its principal 
product. Reichhold is _ being 
squeezed by the higher cost of 
naphthalene, its most important 
raw material. Heyden-Newport’s 
sales and earnings are off, be- 
cause of lower prices on a por- 
tion of its product list and due to 
a drop in volume as customers 
reduce excess inventories. Each 
of these companies may do better 
in the future. 

Underwood has been recording 
deficits since 1956. Earlier this 
year, the stock experienced a 
sharp run-up based on investors’ 
expectation that the new policies 
instituted by the Olivetti manage- 
ment would bring a reversal in 
the company’s disappointing re- 
sults. There has since been a ma- 


jor reaction from the _ higher 
prices. 
KLM Royal Dutch Airlines 


shares continued a long decline 
that started back in early 1959 
Deficit operations during each of 
the first three quarters of 1961 
accelerated the drop, bringing the 
stock to a new low. Ryder Sys- 
tem, operating in a difficult phase 
of the transportation industry, 
fell in price as non-recurring ex- 
penses cut into earnings and the 
company entered into a consent 
decree that requires it to dispose 
of some 400 trucks and restrict 
acquisitions of additional leasing 
firms. 

The market’s performance this 
year has seen new groups and 
issues come into favor while oth- 


REGULAR 
» QUARTERLY 
| DIVIDEND 


= The Board of Directors has 

& declared this day 

= COMMON STOCK DIVIDEND NO. 110 
This is a regular quarterly 

& dividend of 


Payable on Feb. 15, 1962 
to holders of record at close 
of business, Jan. 19, 1962 
KARL SHAVER 

SECRETARY 

Jan. 4, 1962 


THE COLUMBIA 
GAS SYSTEM, INC. 





ers retreated from their previous 
heights. Since this is the normal 
course of the market, investors 
should remain alert for any new 
factors that will influence for bet- 
ter or worse any securities they 
may hold. END 





Stock Market At Year End 





(Continued from page 381) 
of selectivity and price irregu- 
larity. 


Stock Market Investigation 


Washington’s plans for an in- 
vestigation of trading practices, 
as reflected in wide advances in 
glamor stocks, undoubtedly had a 
sobering effect among “hit-and- 
run” traders. Curtailment of ma- 
nipulative operations in secondary 
issues accounted for a_ slower 
pace in trading and reduced vol- 
ume. This situation partly ex- 
plains unfavorable “breadth” sta- 
tistics lately. 

What Technical Factors Indicate 

Statistics measuring market 
vitality have been deteriorating 
for several months. Although the 
total of odd-lot selling has con- 
tinued to exceed the volume of 
purchases day-in-and-day-out, a 
phenomenon generally interpreted 
as bullish, the ratio of advances 
to declines has been falling fairly 
consistently since early August. 
The ratio of new highs to new 
lows also has been declining in 
recent weeks after a short-lived 
upsurge in November. This indi- 
cator of internal strength failed 
in the autumn recovery to reach 
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levels experienced last spring. 
These so-called “breadth” statis- 
tics have little if any short-term 
significance, however, and even 
though they have retreated from 
their peaks of April the down- 
turn should not necessarily be 
regarded as a bearish indication 
for the immediate future. 


In Conclusion 


Despite the confusing infer- 
ences to be drawn from inconclu- 
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New 1961 Minimum Wage Law 
With Explanation 

The new 1961 minimum wage law is 
of dramatic interest to management, 
unions, and employees. It extends mini- 
mum wage coverage to some 3,600,000 
workers not presently covered. When 
fully effective, it will cause wage in- 
creases in excess of $1.5 billion annu- 
ally. 

This new Commerce Clearing House 
desk help gives a clear outline of the 
“what’s what and why” of the sweep- 
ing law to show what it seeks to ac- 
complish, how it affects those concerned 

for full understanding. 

An impartial, convenient help, it 
gives the new minimum wage rules 
affecting employers and employees at 
a glance. It answers such important 
questions as: who is covered . . . who 
is exempt . .. what are rate overtime 
rules for newly covered employees... 
what are new rates for newly covered 
employees ... when are new rates and 
coverage effective? Contents include 
charts, full text of the law, plain- 
English explanation of all provisions, 
pertinent excerpts from committee re- 
ports, effective dates of important pro- 
visions, and a helpful topical index. 

This new CCH explanation will be 
welcomed by everyone concerned with 
unions, employees, or management and 
is an essential tool for use in every 
payrcll department. 

Commerce Clearing House, N.Y. $2.00 


Modern Commodity Futures Trading 


By GERALD GOLD 

This is a practical book, devoted 
primarily to an explanation of the 
techniques and methods for successful 
trading in the commodity markets. It 
covers a wide range of subjects, from 
a survey of the origin and development 
of commodity exchanges, through the 
mechanics of trading in futures, sources 
of commodity information, the influ- 
ences that determine prices, seasonal 
price trends, Government price sup- 
port programs, how to analyze funda- 
mental influences on prices and the use 
of chart reading methods in forecast- 
ing price movements. A valuable chan- 
ter which gives rules for profitable 
trading is also included. 
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sive technical data, one significant 
fact stands out as another year 
draws to a close. That is the pro- 
nounced preference on the part 
of security buyers for stocks 
rather than for bonds. Institu- 
tional emphasis on fixed-interest 
issues has been waning for years, 
and this has become especially 
evident in 1961. Despite assur- 
ances from the White House that 
the 1963 budget recommendations 
would establish a balance be- 
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The author is actively engaged in 
commodity research for a large bro- 
kerage firm and has the gift of impart- 
ing technical knowledge in clear and 
understandable terms. 

Commodity Research Bureau, N. Y. 
$10.00 


The Lotus and the Robot 
By ARTHUR KOESTLER 

This new book by one of the most 
articulate and important writers of 
our time is a record of the author’s 
recent pilgrimage to the East, where 
he hoped to find a cure for the moral 
and spiritual ailments afflicting the 
Western world. 


In India he talked to saints and 
teachers, doctors and disciples, poli- 
ticians and psychiatrists; he read ex- 
tensively in the holy writings of an- 
tiquity and modern times. He studied 
the phenomenon that was Gandhi and 
subjected the mysteries of Yoga to a 
penetrating analysis in depth. In the 
end he concluded that the answer to 
the dilemma of the West was not to 
be found in contemplation of the 
Eastern lotus. 

He then went to Japan, the opposite 
end of the Asian spectrum. His ob- 
servation of the Japanese character 
and temperament, past and present, 
and his intensive examination of Zen 
Buddhism led him to believe that there 
were no answers to be found in the 
robot culture of Japan, either. 

He returned to Europe with a new 
respect for its long history of “con- 
tinuity-through-change,” its “unity-in- 
variety,” its emphasis on the mind, on 
humanity, and on the endurance of 
religious faith. 

This lucid book is, in its special way, 
a logical and brilliant sequel to The 
Yogi and the Commissar. 


Maemillan $3.95 
Canadian Mines Handbook — 1961 


Canada’s mining industry continues 
to expand, and is headed toward an- 
other record year in 1961, in spite of 
difficulties. 

Many major projects, involving mil- 
lions of dollars, have been completed in 
the past year. More are either in pro- 
gress, or planned in the months ahead. 

These projects are adding substan- 
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tween receipts and expenditures, 
many investors have expressed 
uneasiness over the long range 
future of the dollar. Hence, cor- 
porations in the market for fresh 
capital have been compelled to 
pay higher and higher interest 
rates in offering new bond issues. 
The opening months of 1962 will 
be of decisive importance and 
may well give us the answer to 
what’s ahead for the investor.— 
Friday, December 22, 1961. 
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tially to productive capacity in practi- 
cally every category. Nickel, iron and 
copper still set the pace, but silver, 
tungsten, zine and asbestos are gaining 
momentum. Pioneering in development 
of columbium and lithium, holds 
promise, too, of increasing the already 
impressive number of minerals and 
metals turned out in Canada. 

All the details of these and other 
developments are recorded in the an- 
alyses of Canadian mining companies 
contained in the Canadian Mines Hand- 
book—1961, just off the press. 

The new edition lists over 3,600 com- 
panies and contains more than 300 new 
company names. As in previous edi- 
tions, all pertinent statistical data, in- 
cluding directors, capitalization, and 
financial position of individual com- 
panies, are provided. First quarter 
production and earnings, latest divi- 
dends, and the most recent information 
on operations and mines development, 
where available, are shown also. 

The special sections have been re- 
vised and updated. There is also a 27- 
page colored section of mining maps. 
Northern Miner, Toronto, Canada $4.00 





Science and Technology Stocks 
By GRANT JEFFERY 


Offering background, factual infor- 
mation and investment guidance in 
broad areas of industrial and basic re- 
search, the author outlines in detail 
the advances science and technology 
are making in those new fields that 
promise to transform our technology 
in the course of the next generation. 
It is his thesis that the great stocks of 
tomorrow’s market are being conceived 
now, in today’s research labs. He calls 
the sophisticated investor’s attention to 
such areas as microcircuitry, magneto- 
hydrodynamics, ultrasonics, microwave 
communication, piezoelectricity, masers 
and lasers, miniaturization, magnetic 
resonances, and cyrogenics, and points 
out how new industrial possibilites are 
being explored and utilized by numerous 
scientific companies. He evaluates the 
contributions and potentials of 1,000 
corporations in America, Canada, Eu- 
rope and Japan. Contains a glossary of 
scientific terms and index of all com- 
panies discussed. 


Meridian Paperback: $1.95 
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A First Step in Your Program for a 


PROFITABLE 1962 


(Important...To Investors With $40,000 or More!) 
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RY this experiment! Imagine that all your securities were sold yesterday. 
Today you have nothing but their cash value. 


rhen ask yourself, “Should I repurchase my former holdings as offering the most 
outstanding prospects for safety, income, profit—or could all or part of my 
funds be used more profitably in the coming year? Should I invest all 
my cash now?” 


Some investors who test their lists honestly find that they are holding securities 
for unsound reasons: (1) because they dislike to take losses even in weak 
issues; (2) because they like to see issues on their list which show a profit, 
even though the future has been discounted; (3) because they are sentimentally 
attached to inherited securities, or shares of a company for which they work; 
(4) because they feel that they might have difficulty in deciding upon a re- 
placement; (5) because they are worried about taxes resulting from security 
changes; (6) procrastination. 


Today there is no need to hold unfavorable or overpriced investments which 
may be retarded in 1962, or those where dividends are too low or in doubt. 
Selected issues are available which offer a good income, a sound degree of secur- 
ity and promising growth prospects if your purchases are strategically timed. 


As a first step toward increasing and protecting your income and capital in 1962 
we suggest that you get the facts on the most complete, personal investment 
supervisory service available today. 


Investment Management Service can be of exceptional benefit to you in the new 
year ... for while there will be a slowing of the recovery in some fields, 
others will show sustained strength. The year ahead may witness amazing scien- 
tific achievements, industrial advancement—and investment opportunities — of 
which we can help you to take advantage. 


Full information on Investment Management Service is yours for the asking. 
Our rates are based on the present value of securities and cash to be super- 
vised—so if you will let us know the present worth of your account—or send 
us a list of your holdings for evaluation—we shall be glad to quote an exact 
annual fee...and to answer any questions as to how our counsel can help you 
to attain your objectives. 


y j ‘ 7 , . a , . 
INVESTMENT MANAGEMENT SERVICE 
{ division of THE MAGAZINE OF WALL STREET 1 hackground of 54 years of servi 


120 WALL STREET NEW YORK 5, N. Y. 





